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1891 Filed Sept. 28, 1951 

THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 

Civil Action No. 4088-’51 

The United States as Parens Patriae, by its 
Attorney General 

and 

J. Howard McGrath, Attorney General of the United 
States, in behalf of the unknown beneficiaries of the 
National Home Library Foundation, Plaintiffs, 

v. 

Mount Vernon Mortgage Corporation, 1406 
M Street, N. W., Washington, D. C., 

National Home Library Foundation, 1213 St. Matthew’s 
Court, N. W., Washington, D. C. 

Robert T. Highfield, 1406 M Street, N. W., 
Washington, D. C., 

L. Harold Sothoron, 1406 M Street, N. W., 
Washington, D. C., 

E. Flavelle Koss, 1406 M Street, N. W., 
Washington, D. C., 

and 

Fannie Sessions Mittell, 1213 St. Matthew’s Court, N. W., 
Washington, D. C., Defendants. 

Complaint 

for rescission of Stock Transfers 

1. This Court has jurisdiction under the provisions of 
28 U.S.C. Section 1345 and D. C. Code (1940) Sections 
11-301 and 11-306. 
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2. Plaintiffs are the United States as parens patriae by 

its Attorney General, and the Attorney General of 
1892 the United States in the execution of his special 
duties and responsibilities relative to charities, who 
bring this action in behalf of the unknown beneficiaries 
of the National Home Library Foundation, a charitable 
corporation chartered under the laws of the District of 
Columbia. 

3. The National Home Library Foundation is a charit¬ 
able corporation chartered in 1932 under the laws of the 
District of Columbia. Its purpose as stated in its charter 
is: 

“The particular business and objects of this corporation 
are to promote and inculcate in more people the desire to 
read good literature; to make home libraries more easily 
available to greater numbers of our population; to urge 
the reading of good literature through printed announce¬ 
ments, radio broadcasts and newspapers; and to these 
ends to provide for the delivery and holding of lectures, ex¬ 
hibits, public meetings, classes and conferences, calculated 
to advance the cause of education and promote the general 
culture of the nation; and for these purposes to do and 
perform every lawful act and thing necessary and ex¬ 
pedient to be done or performed and which may be con¬ 
venient or advantageous for the efficient conduct of its 
affairs; and to have and exercise all powers conferred by 
the laws of the District of Columbia upon corporations 
organized under sub-chapter 3 (Code of March 4, 1929, 
Title 5, Chapter 5, of the incorporation laws of the Dis¬ 
trict of Columbia.” 

4. Defendant Mount Vernon Mortgage Corporation is 
a Delaware corporation which is doing business in the 
District of Columbia and which maintains offices at 1406 
M Street, N. W., Washington, D. C. Mount Vernon Mort¬ 
gage Corporation conducts a general real estate business 
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including sales, rentals, property management, real estate, 
loans and all forms of insurance, except life insurance. 

5. The remaining defendants are officers, directors or 
stockholders of Longfellow Building Corporation, Na¬ 
tional Home Library Foundation, or Mount Vernon Mort¬ 
gage Corporation. 

6. In about 1938 Sherman F. Mittell, who was at that 
time president of the National Home Library Foundation 
and who has since died, conceived the idea on behalf of 
the Foundation of erecting an office building as a head¬ 
quarters for the Foundation and also to provide income 

from rentals of space in the building not needed by 
1893 the Foundation with which the Foundation could 
carry out the charitable purposes set forth in its 
charter. 

7. Pursuant to this plan, Sherman F. Mittell made 
arrangements for the chartering of, and secured a charter 
for the Longfellow Building Corporation. Longfellow 
Building Corporation had an authorized capital stock issue 
of 2,000 shares of no-par value. 

8. National Home Library Foundation, the moving spirit 
and intended beneficiary of the Longfellow Building proj¬ 
ect, was unable to finance a project of the magnitude of 
the one envisioned by Mittell. For that reason, Sherman 
F. Mittell approached Emmett C. Davison, president of 
Mount Vernon Mortgage Corporation, to secure Mount 
Vernon Mortgage Corporation’s assistance in financing 
the Longfellow Building. Davison’s consent was obtained. 

9. Thereafter, Sherman F. Mittell, Roy S. Thurman, a 
trustee of National Home Library Foundation, Arthur L. 
Winn, Jr., a trustee of National Home Library Founda¬ 
tion, Robert T. Higlifield, then treasurer of Mount Vernon 
Mortgage Corporation, L. Harold Sothoron, then vice- 
president of Mount Vernon Mortgage Corporation, and 
E. Flavelle Koss, a director and officer of Mount Vernon 


o 
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Mortgage Corporation, approached the Reconstruction j 
Finance Corporation for the purpose of securing a con- ; 
struction loan on the Longfellow Building. 

10. Before approving the loan requested, the Reconstruc- 1 
tion Finance Corporation required some proof of financial j 
responsibility from the applicants. Accordingly, an agree¬ 
ment was entered into between Mount Vernon Mortgage j 
Corporation, Longfellow Building Corporation, and the j 
National Home Library Foundation, which agreement will | 
be further described herein. A copy of this agreement j 
was placed on file with Reconstruction Finance Corpora- j 
tion. It provided, inter alia, that Mount Vernon Mortgage j 
Corporation would guarantee the payment of construction j 
costs of Longfellow Building over and above the sum of ! 
$1,500,000, which was to be loaned to Longfellow Building j 
Corporation by the Reconstruction Finance Corporation. : 

11. However, plaintiffs believe and therefore allege j 
1894 that it was not contemplated by any of the parties I 
to this agreement at the time of the making of the j 
agreement that the cost of construction of the Longfellow I 
Building would reach, much less exceed, the sum of j 
$1,500,000; so that Mount Vernon’s guarantee of payment j 
of construction costs in excess of $1,500,000 was without j 
substantial value and was a token assumption of respon-! 
sibility. 

12. The Reconstruction Finance Corporation also re- j 

quired a substantial cash deposit to be made in one of ; 
the local banks as a further proof of financial responsibility ; 
by the loan applicants. Accordingly, on April 10, 1940,! 
Longfellow Building Corporation deposited with the City: 
Bank of Washington, $150,000. j 

i 

Count I ! 

i 

13. The allegations of paragraphs 1-12 of this complaint! 
are incorporated into this count and requested to be read! 
as part hereof. 
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14. The $150,000.00 deposited by Longfellow Building 
Corporation in the City Bank of Washington on April 10, 
1940 had been acquired in the following manner: Prior 
to April 2, 1940, National Home Library Foundation had 
been the owner of 667 shares of the no-par value capital 
stock of Longfellow Building Corporation. However, under 
the agreement heretofore referred to in paragraph ten 
among National Home Library Foundation, Longfellow 
Building Corporation, and Mount Vernon Mortgage Cor¬ 
poration, National Home Library Foundation transferred 
to Mount Vernon Mortgage Corporation these 667 shares 
of Longfellow Building Corporation stock for a total price 
of $5,000. This $5,000, plus the token promise of Mount 
Vernon Mortgage Corporation to guarantee the construc¬ 
tion costs of the Longfellow Building in excess of the 
$1,500,000 construction loan to be made by the Recon¬ 
struction Finance Corporation, was the entire considera¬ 
tion for the transfer by National Home Library Founda¬ 
tion to Mount Vernon Mortgage Corporation of the 667 

shares of Longfellow Building Corporation stock. 
1895 Under the provisions of the agreement of April 2, 

1940, Mount Vernon Mortgage Corporation also 
agreed to loan to National Home Library Foundation the 
sum of $5,000. 

15. On April 9, 1940, National Home Library Founda¬ 
tion borrowed from John McShain, Inc., the successful 
bidder on the construction contract for the Longfellow 
Building, the sum of $140,000.00. With this $140,000.00 
plus the $10,000.00 acquired from Mount Vernon Mortgage 
Corporation, as described in paragraph fourteen, the Na¬ 
tional Home Library Foundation, on April 10, 1940, pur¬ 
chased from Longfellow Building Corporation, 300 shares 
of the no-par value capital stock of Longfellow Building 
Corporation. This $150,000.00 received from the National 
Home Library Foundation in the transaction of April 10, 
1940, ■was the $150,000.00 which -was deposited by Long- 
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j ■ 

j fellow Building Corporation in the City Bank of Wash- j 

j ington on April 10, 1940, to conform to the Reconstruction i 

* Finance Corporation’s requirement of additional proof of { 

► financial responsibility, as set forth in paragraph twelve. | 

By agreement among John McShain, Inc., National Home j 
1 Library Foundation and Longfellow Building Corporation, 

* the $140,000 borrowed by National Home Library Founda- j 

, tion from John McShain, Inc. was repaid by adding i 

$140,000 to the construction costs of the Longfellow j 

Building. ! 

» . ! 

16. As a result of the foregoing transactions, National j 

* Home Library Foundation’s stock holding in the Long- ; 

* fellow Building Corporation which had amounted to 667 j 

shares on April 1, 1940, was reduced to 300 shares (667 j 
shares transferred to Mount Vernon Mortgage Corporation j 

* under agreement of April 2, 1940, 300 shares purchased j 

, from Longfellow Building Corporation on April 9, 1940) j 

at a gross outlay by National Home Library Foundation 1 
of $145,000 ($5,000 received from Mount Vernon Mort- ! 
r gage Corporation; $150,000 paid to Longfellow Building j 

, Corporation). By the same token, Mount Vernon Mort- ! 

gage Corporation, which had previously owned no interest j 
in the Longfellow Building acquired one-third of Long- j 
0 fellow Building Corporation’s entire capital stock at a cost | 

. of $5,000. | 

i 

, 17. During the course of the foregoing transactions, j 

, the National Home Library Foundation, Longfellow j 

1896 Building Corporation, and Mount Vernon Mortgage ! 

- Corporation were under the complete and exclusive i 

* dominion and control of the persons set forth below, to- j 

! gether with the offices held by them: 

*■ 

a. Sherman F. Mittell, president and trustee, National; 
Home Library Foundation; president and director, Long-j 

* fellow Building Corporation. 

r b. L. Harold Sothoron, trustee. National Home Library;' 

* Foundation; vice-president and director, Longfellow Build-;' 


I 
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ing Corporation; vice-president Mount Vernon Mortgage 
Corp. 

c. Robert T. Highfield, trustee, National Home Library 
Foundation; secretary-treasurer and director, Longfellow 
Building Corporation; secretary-treasurer, Mount Vernon 
Mortgage Corporation. 

d. E. Flavelle Koss, assistant secretary-treasurer, Long¬ 
fellow Building Corporation, assistant secretary-treasurer, 
Mount Vernon Mortgage Corporation. 

e. Fannie E. Sessions Mittell, trustee, National Home 
Library Foundation. 

18. The transactions described above were initiated, 
managed and brought to fruition by the above-named per¬ 
sons solely for their own benefit and the benefit of Mount 
Vernon Mortgage Corporation, in breach of the fiduciary 
duty owed by the above-named persons to the National 
Home Library Foundation and to the beneficiaries of that 
Foundation in whose behalf this action is brought, and 
to the substantial prejudice of the National Home Library 
Foundation and its unknown beneficiaries, in that the 
assets of the Foundation were siphoned off to Mount 
Vernon Mortgage Corporation for inadequate considera¬ 
tion. 

Count II 

19. The allegations of paragraphs 1-6 of this complaint 
are incorporated herein and requested to be read as part 
hereof. 

20. Longfellow Building was completed on February 3, 
1941. As of that date it was rented to the Government of 
the United States. It has been so rented ever since that 
date with the exception of the first floor which is now 
leased by private tenants. 

21. Though the total cost of construction of the Long¬ 
fellow Building, together with the cost of the land on 


« 
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1897 which it was erected, and other charges, was not j 
in excess of $1,650,000, the appreciation of land 
values in the District of Columbia has been such that in j 
1947 the Longfellow Building was appraised at approxi- j 
mately $2,500,000 while the land on which it stands was j 
appraised at $500,000 for a total appraised value of j 
$3,000,000. 

I 

22. As of June 30, 1950, Longfellow Building Corpora- j 
tion had earned a total net profit of $728,261.43 which had j 
been credited to surplus. Longfellow Building Corpora- j 
tion stock had paid dividends in a total amount of 
$267,480.00 or $135 per share of stock. In addition, Long- j 
fellow Building Corporation had paid salaries to officers in 

an amount of $266,624.91. j 

; 

23. As of January 1, 1943 Longfellow Building Corpora- i 
tion had a net profit credited to surplus and available j 
for the payment of dividends of $90,707.90, or about $45.35 j 
per share of outstanding stock. Longfellow Building Cor¬ 
poration stock on January 1, 1943 had a book value of j 
approximately $272.85. This book value was computed j 
upon an alleged equity of $455,005.00 plus the net surplus 
available for dividends of $90,707.90 or a total capital in-1 
vestment and surplus of $545,712.90. This book value; 
fails, however, to reflect the appreciation in the value of I 
land and the Longfellow Building caused by the war-time! 
growth of Washington, D. C. and the war-cause shortage! 
of suitable office space for government agencies and pri-j 
vate business. Neither does this book value make allow-! 
ance for the fact that the Longfellow Building was rented! 
in its entirety to an agency of the United States Governs 
ment, a stable, permanent tenant whose continued oc^ 
cupancy was assured, thus eliminating any substantial 
risk of vacancy in the building. When these factors are 
considered, plaintiff believes, and therefore alleges, thai 
on January 10, 1943, the Longfellow Building Corporation 
stock represented an equity in the Longfellow Building 
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of at least $2,000,000 which, together with the surplus 
available for the declaration of dividends, would indicate 
that on January 1, 1943, Longfellow Building Corporation 
stock had an actual value of approximately $1,045.00 per 
share. 

1898 24. On January 1, 1943 National Home Library 

Foundation was the owner of 933 shares of the stock 
of Longfellow Building Corporation, the total actual value 
of which was approximately $974,985.00. 

25. On January 1, 1943, and on all dates material to 
the transaction about to be described, National Home 
Library Foundation was under the absolute control of 
Fannie Sessions Mittell, its president and one of its 
trustees. Longfellow Building Corporation was under the 
absolute control of its officers and directors, Robert T. 
Highfield, L. Harold Sothoron, E. Flavelle Koss, Arthur 
L. Winn, Jr., and Fannie Sessions Mittell. Mount Vernon 
Mortgage Corporation was under the absolute control of 
its officers and directors, Robert T. Highfield, L. Harold 
Sothoron, E. Flavelle Koss and Emmett C. Davison. 

26. In their capacities as directors and officers of Long¬ 
fellow Building Corporation, defendants Highfield, 
Sothoron, Koss, and Mittell were well aware that in Jan¬ 
uary, 1943 the actual value of Longfellow Building Cor¬ 
poration stock, based on conservative, non-speculative 
considerations, and supported by past and prospective 
earnings was not less than $1,045.00 per share. 

27. Nevertheless, on January 10, 1943, National Home 
Library Foundation, acting through its president and di¬ 
rector, Fannie Sessions Mittell, transferred to Mount Ver¬ 
non Mortgage Corporation, acting through Highfield, 
Sothoron and Koss, 833 shares of the capital stock of 
Longfellow Building Corporation at a total price of 
$27,905.50 or $33.50 per share. $12,000.00 of this pur¬ 
chase price was paid by cancelling a note in that amount 
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from National Home Library Foundation to Mount Vernon 
Mortgage Corporation. 

28. This price of $33.50 per share was inadequate and 
constituted a sacrifice by the National Home Library 
Foundation, by means of an alleged sale of valuable stock 

for an inadequate consideration, to the profit of 
1899 Mount Vernon Mortgage Corporation and to the 
prejudice of the Foundation and its unknowm bene¬ 
ficiaries; not as the result of arms-length dealing, but in 
disregard of the interests of the Foundation and its un¬ 
known beneficiaries. 

i 

29. The above-described stock transfer was conceived 
and consummated by the defendants, Highfield, Sothoron, 
Koss and Mittell solely for their own personal profit and • 
for the profit of Mount Vernon Mortgage Corporation in 
breach of the fiduciary duty owed by the above-named 
defendants to the National Home Library Foundation and ! 
to the beneficiaries of the Foundation in vrhose behalf this 
action is brought; and to the substantial prejudice of the j 
Foundation and its unknowm beneficiaries in that the assets j 
of the Foundation were siphoned off to Mount Vernon j 
Mortgage Corporation for inadequate consideration. 

i 

Count HI j 

30. The allegations of paragraphs 1-6 of this complaint | 

are incorporated herein and requested to be read as part j 
hereof. The allegations of paragraphs 19-25 of Count II ! 
of this complaint are also incorporated herein and re- j 
quested to be read as part hereof. j 

31. Also on January 10, 1943, and as a part of the ! 
overreaching and fraudulent scheme set forth in Counts | 

I and II of this complaint, National Home Library Founda- j 
tion, acting through Fannie Sessions Mittell, its president ! 
and trustee, with the knowledge and connivance of trustees j 
Highfield, Sothoron and Koss, transferred to Fannie Ses- j 


i 
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sions Mittell 100 shares of the capital stock of the Long¬ 
fellow Building Corporation at a total price of $3,350 or 
$33.50 per share. 

32. This price of $33.50 per share of Longfellow Build¬ 
ing stock was inadequate and constituted a sacrifice by the 
National Home Library Foundation, by means of an al¬ 
leged sale, of valuable stock for an inadequate considera¬ 
tion, to the benefit of Fannie Sessions Mittell and to the 
prejudice of the Foundation and its unknown bene¬ 
ficiaries. 

1900 33. The above-described transfer was carried out 

by the defendants Highfield, Sothoron, Koss and 
Mittell solely for their own personal profit and the profit 
of Mount Vernon Mortgage Corporation, in violation of all 
principles of fair, arms-length dealing, with the purpose of 
assuring the cooperation of defendant Mittell in the plan of 
the defendants Highfield, Sothoron, and Koss to despoil the 
National Home Library Foundation of its shares of stock 
in the Longfellow Building Corporation. 

Summary 

34. By virtue of the foregoing transactions, Mount Ver¬ 
non Mortgage Corporation acquired 1,500 of the 2000 shares 
of capital stock of Longfellow Building Corporation, or 75 
per cent ownership in Longfellow Building Corporation, 
at a cost of $32,905.50, which was far below its book value, 
intrinsic value and fair market value, at the time of the 
overreaching transactions whereby the stock was siphoned 
from the National Home Library Foundation to the Mount 
Vernon Mortgage Corporation. These 1500 shares of Long¬ 
fellow Building Corporation stock now represent a three- 
fourths interest in a property with an actual value of 
$4:,000,000 and an unencumbered value of over $2,000,000. 
The National Home Library Foundation, on the other hand, 
which was to be the principal beneficiary of the Longfellow 
Building, has now no interest in the Longfellow Building 
and is entirely without assets of any kind. 
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Wherefore plaintiffs demand: j 

1. That the defendants, and each of them, be enjoined j 
pendente lite from disposing of any shares of the stock of j 
the Longfellow Building Corporation now held by them. 

2. That the transfer by the National Home Library Foun- 
dation to the Mount Vernon Mortgage Corporation on April 
2, 1940 of 667 shares of Longfellow Building Corporation ! 

stock be rescinded and be declared null and void, and 
1901 that said 667 shares of Longfellow Building Corpora- j 
tion stock be returned to the National Home Library ! 
Foundation by Mount Vernon Mortgage Corporation. 

3. That the plaintiffs recover from the defendants, and ! 

each of them, the amount of all dividends declared on the | 
said 667 shares of stock of Longfellow Building Corpora¬ 
tion since April 2, 1940. I 

4. Or that the Court determine what was the fair mar- j 

ket value of 667 shares of Longfellow Building Corporation ! 
stock on April 2, 1940 and direct that plaintiffs recover! 
from the defendants and each of them that amount, to- j 
gether with interest thereon at six per cent from April 2,! 
1940. j 

i 

5. That the transfer by the National Home Library Foun-! 
dation to the Mount Vernon Mortgage Corporation on Jan- ! 
uary 10,1943 of 833 shares of stock of Longfellow Building! 
Corporation be rescinded and be declared null and void and 1 
that the defendants, and each of them, be directed to return! 
to the National Home Library Foundation the said 833i 
shares of Longfellow Building Corporation stock, together; 
with all dividends declared thereon since January 10, 1943.j 

6. Or that the Court determine what was the fair market! 

value of 833 shares of stock of the Longfellow Building Cor-! 
poration on January 10, 1943 and direct that plaintiffs re-j 
cover that amount from the defendants and each of them! 
together with interest thereon at six per cent from Jan-j 
uary 10, 1943. j 


i 
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7. That the transfer by the National Home Library Foun¬ 
dation to Fannie Sessions Mittell on January 10, 1943 of 
100 shares of the stock of the Longfellow Building Cor¬ 
poration be rescinded and be declared null and void and 
that the defendants and each of them be directed to return 
to the National Home Library Foundation the said 100 
shares of stock of the Longfellow Building Corporation 
together with all dividends declared thereon since January 
10,1943. 

8. Or that the Court determine what was the fair market 

value of 100 shares of Longfellow Building Corpora- 
1902 tion stock on January 10, 1943 and direct that the 
plaintiffs recover from the defendants, and each of 
them, that amount together with interest thereon at six 
per cent from January 10,1943. 

9. That the Court appoint substitute trustees to conduct 
the affairs of the National Home Library Foundation to 
carry out the purposes for which the Foundation was or¬ 
ganized and to protect the Foundation from further ex¬ 
ploitation by the various defendants in this action. 

10. And for such other and further relief as to the Court 
may seem just and proper. 

George Morris Fay, 

George Morris Fay, 

United States Attorney. 

Ross O’Donoghue, 

Ross O’Donoghue, 

Assistant United States Attorney. 

Jerome Powell, 

Jerome Powell, 

Assistant United States Attorney. 

«•••••*••• 
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1903 Filed Dec. 4, 1951 

Join! and Several Answer of Defendants Mount Vernon ! 

i 

Mortgage Corporation, Robert T. Highfield, L. Harold 
Sothoron and £. Flavelle Koss 

i 

i 

First Defense 

1. These defendants deny the allegations of said 

paragraph. j 

2. These defendants admit that the plaintiff, J. Howard j 
McGrath is Attorney General of the United States. They 
deny the remaining allegations of said paragraph. 

i 

3. These defendants admit that National Home Library 

Foundation was organized in 1932 under the laws of the 
District of Columbia. They believe its purpose is cor- j 
rectly stated, but for greater certainty refer to its charter,j 
or the record thereof. The remaining allegations of said j 
paragraph are denied. j 

4. The allegations of said paragraph are admitted. 

5. These defendants deny the allegations of said para-! 
graph, except as hereinafter admitted or qualified, and fur-! 
ther answering aver: 

^ i 

(a) Defendant Robert T. Highfield is a member of the; 
Board of Directors of Mount Vernon Mortgage Corporation; 
and its President. He is the owner of 5,158 shares of; 

1904 the common stock of said Mount Vernon Mortgage! 
Corporation, 21 shares being owned in 1943, 127! 

shares acquired at divers dates thereafter, and 5,010 shares! 
having been acquired in September 1945, when he, together; 
with the defendants L. Harold Sothoron and E. Flavelle 
Koss, purchased the common stock interest of the Internal 
tional Association of Machinists in said Corporation. Said 
defendant was a Trustee of the National Home Library 
Foundation from, to-wit, April 1, 1940, until, to-wit, March 
19, 1941, when his resignation was accepted. He was not 
and is not an officer of the National Home Library Founda!- 
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lion and never has had any financial interest therein. Said 
defendant is a Director of the Longfellow Building Cor¬ 
poration and is its President. He does not now and never 
has had any stock ownership in said Building Corporation. 

(b) The defendant L. Harold Sothoron is a member of 
the Board of Directors of Mount Vernon Mortgage Cor¬ 
poration, and is its Vice President and General Counsel. 
He owns 1,636 shares of the common stock of said Corpora¬ 
tion, all of which was acquired on or subsequent to Septem¬ 
ber 11, 1945, when he, together with the defendants High- 
field and Koss, purchased the common stock interest of the 
International Association of Machinists in said Corpora¬ 
tion. Said defendant was a Trustee of the National Home 
Library Foundation from, to-wit, April 1,1940, until March 
19, 1941, on which latter date his resignation was accepted. 
He was not and is not an officer of the National Home 
Library Foundation and never has had any financial inter¬ 
est therein. Said defendant is a Director of the Longfellow 
Building Corporation and is its Vice President. He does 
not now and never has had any stock ownership in said 
Corporation. 

(c) The defendant E. Flavelle Koss is a member of the 
Board of Directors of Mount Vernon Corporation and is 
its Vice President and Secretary. He owns 1,647 shares of 
the common stock of Mount Vernon Mortgage Corporation, 
1,623 shares thereof having been acquired when he and the 
defendants Highfield and Sothoron purchased the common 
stock interest of the International Association of Machin¬ 
ists in Mount Vernon Mortgage Corporation. Said 

1905 defendant has never been a Trustee or officer of the 
National Home Library Foundation and has never 
had any financial interest therein. Said defendant is a Di¬ 
rector of the Longfellow Building Corporation and is its 
Assistant Secretary and Assistant Treasurer. He does not 
now and never has had any stock ownership in the Long¬ 
fellow Building Corporation. 
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6. On information and belief, defendants admit Sherman 
F. Mittell was President of National Home Library Foun¬ 
dation, and that he died on July 16, 1942. The remaining 
allegations of said paragraph are denied. 

7. These defendants admit that a charter was granted 
to the Longfellow Building Corporation, and that its au¬ 
thorized capital stock was two thousand (2,000) shares, no 
par value. The remaining allegations of said paragraph 
are denied. 

8. These defendants admit that National Home Library 
Foundation was unable to finance the construction of the 
Longfellow Building, and that Sherman F. Mittell solicited 
assistance of the Mount Vernon Mortgage Corporation in 
respect thereto. The remaining allegations of said para¬ 
graph are denied. 

9. The allegations of said paragraph are denied. 

10. These defendants admit that Mount Vernon Mort¬ 
gage Corporation entered into an agreement to enable Long¬ 
fellow Building Corporation to meet the requirements of 
the R.F.C. Mortgage Company, imposed as conditions 
precedent to disbursing its loan. And further answering, 
these defendants aver that the obligations of Mount Ver¬ 
non Mortgage Corporation under said agreement and its 
guarantee to said R.F.C. Mortgage Company required, 
among other things, that said defendant would make avail¬ 
able sufficient cash in excess of said One million five hun¬ 
dred thousand dollar ($1,500,000.00) loan to assure con¬ 
struction of the proposed building in accordance with plans 
and specifications and for its equipment suitable for pro¬ 
spective tenants, which guarantee was to continue in 

1906 full force and effect until said building had been com¬ 
pleted and until eighty per cent (80%) of the space 
therein was leased to tenants satisfactory to the R.F.C. 
Mortgage Company. 


i 


i 

i 
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11. The allegations of said paragraph are denied. Fur¬ 
ther answering said paragraph these defendants aver that 
they did not contemplate that Mount Vernon Mortgage Cor¬ 
poration’s agreement and guarantee would involve “a token 
assumption of responsibility”. On the contrary, it was well 
known that the commitments and guarantees of Mount Ver¬ 
non Mortgage Corporation would require, and they did, in 
fact, necessitate the pledging of marketable securities, 
valued at approximately Two hundred six thousand dollars 
($206,000.00), plus the general credit of said Corporation, 
and the ultimate payment of One hundred thirty-nine thou¬ 
sand thirty-two and twenty-one one-hundredths dollars 
($139,032.21). 

12. Defendants admit that Longfellow Building Corpora¬ 
tion made a deposit of One hundred fifty thousand dollars 
($150,000.00) in City Bank. They deny the remaining alle¬ 
gations of said paragraph. 

Count I 

13. Defendants incorporate by reference their answer to 
paragraphs 1 to 12, inclusive, of the complaint 

14. These defendants deny the allegations of said para¬ 
graph. Further answering said paragraph, defendants 
aver that the Five thousand dollars ($5,000.00) paid by 
Mount Vernon Mortgage Corporation for 667 shares of 
Longfellow Building Corporation stock was a part of the 
total price, in that the guarantee of Mount Vernon Mort¬ 
gage Corporation was substantial; that in addition to its 
general credit and financial strength Mount Vernon Mort¬ 
gage Corporation pledged assets with the R. F. C. Mortgage 
Company on April 2, 1940, of a readily realizable market 
value of Two hundred six thousand dollars ($206,000.00) as 
collateral security, and advanced in cash, by reason of its 
said guarantee, the sum of One hundred thirty-nine thou¬ 
sand thirty-two and twenty-one one-hundredths dollars 
($139,032.21); that the loan of Five thousand dollars 
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1907 ($5,000.00) alleged in this paragraph was made j 

under the following circumstances: Longfellow j 
Building Corporation borrowed Three thousand dollars j 
($3,000.00) from Mount Vernon Mortgage Corporation upon i 
its note endorsed by the National Home Library Founda-j 
tion on, to-wit, February 20, 1940, for the purpose of mak-' 
ing a deposit on one of the parcels of land, and thereafter; 
on, to-wit, April 1, 1940, Mount Vernon Mortgage Corpora-! 
tion loaned National Home Library Foundation Eight thou-' 
sand dollars ($8,000) on its promissory note, payable on orj 
before six (6) months after date, secured by collateral; thatj 
from the proceeds of this loan the Three thousand dollar! 
($3,000) note of the Longfellow Building Corporation, en-j 
dorsed by National Home Library Foundation was paid, and 
the balance of the loan of Five thousand dollars ($5,000.00)j 
was paid to the National Home Library Foundation. Fur-j 
ther answering said paragraph these defendants aver that 
National Home Library Foundation had no interest in th^ 
Longfellow Building Corporation until Roy S. Thurman^ 
Vice President and Treasurer of said Foundation asserted 
a claim against it for compensation for services rendered 
and advances made; that pursuant to a compromise of saidl 
claim said Roy S. Thurman received from said Foundation 
the sum of Five thousand dollars ($5,000) and delivered t<j) 
it Six hundred (600) shares of the capital stock of the Long¬ 
fellow Building Corporation, out of an original Eight hun¬ 
dred (800) shares theretofore issued to him, for serviceis 
rendered; that these Six hundred (600) shares together with 
67 shares theretofore in the name \»f Sherman F. Mittejl 
constituted the 667 shares which the Mount Vernon 
gage Corporation received on April 10, 1940, as part 
compensation under said agreement dated April 2, 1940. j 

15. These defendants deny that National Home Library 
Foundation borrowed from John McShain, Inc., One hun¬ 
dred forty thousand dollars ($140,000.00). Further answer¬ 
ing, defendants aver on information and belief, that Long¬ 
fellow Building Corporation borrowed One hundred forty 


Mort- 
of its 
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thousand dollars ($140,000.00) from John McShain, Inc., 
on or about April 9, 1940; that thereupon Longfellow 
Building Corporation paid to National Home Library 
Foundation One hundred forty thousand dollars 
190S ($140,000.00) for alleged services rendered by it; and 

thereafter National Home Library Foundation pur¬ 
chased 300 shares of the capital stock of Longfellow Build¬ 
ing Corporation for One hundred fifty thousand dollars 
($150,000.00). The remaining allegations are denied. 

16. These defendants deny the allegations of said para¬ 
graph. Further answering, they aver that the National 
Home Library Foundation acquired 600 shares of the cap¬ 
ital stock of the Longfellow Building Corporation on or 
about April 1, 1940 from Roy S. Thurman in the compro¬ 
mise agreement referred to in paragraph 14 of this answer. 
The remaining 67 shares these defendants aver on infor¬ 
mation and belief were donated to the said Foundation by 
its President, Sherman F. Mittell, on, to-wit, April 10,1940. 

17. The allegations of said paragraph are denied. Fur¬ 
ther answering said paragraph, these defendants aver: 

(a) The affairs of the National Home Library Founda¬ 
tion were, at the time the defendant Mount Vernon Mort¬ 
gage Corporation entered into negotiations in respect to 
financing the Longfellow Building on, to-wit, November 28, 
1939, managed by three (3) trustees, namely, Sherman F. 
Mittell, Roy S. Thurman and Arthur L. Winn, Jr. On, 
to-wit, April 1, 1940, Robert T. Highfield and L. Harold 
Sothoron were elected Trustees and Roy S. Thurman re¬ 
signed. On, to-wit, April 2, 1940, Fannie E. Sessions was 
elected Trustee, and these five (5) persons constituted the 
Board of Trustees until, to-wit, July 10, 1940, when 
the Board was increased to six (6) members and Robert B. 
Craig was elected a Trustee. These six (6) trustees con¬ 
tinued in office until the Longfellow Building was completed 
in February of 1941, when trustees Arthur L. Winn, Jr., 
Robert T. Highfield and L. Harold Sothoron resigned from 
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said Board, and their resignations were duly accepted on, 
to-wit, March 19, 1941. Thereafter Sherman F. Mittell, 
Robert B. Craig and Fannie E. Sessions constituted the 
Board of Trustees until the death of Sherman F. Mittell, 
President of the Foundation, on July 16, 1942. On August 
14, 1942, Sidney Acey Carraway was elected Trus- 
1909 tee and President of the Foundation, succeeding said 
Sherman F. Mittell. These three (3) trustees were 
in charge of the affairs of the Foundation when the defend¬ 
ant Mount Vernon Mortgage Corporation purchased from 
it 833 shares of the capital stock of Longfellow Building 
Corporation. Sherman F. Mittell, Fannie Sessions Mittell, 
Arthur L. Winn, Jr., Robert B. Craig and Sidney Acey 
Carraway never owned any interest in the Mount Vernon 
Mortgage Corporation. 

(b) The affairs of the Mount Vernon Mortgage Corpora¬ 
tion were, at the time it entered into negotiations in respect 
to the financing of the Longfellow Building, managed by 
E. C. Davidson, Thomas E. Burke, E. Flavelle Koss, L. 
Harold Sothoron and Robert T. Highfield, its Board of 
Directors, which Board of Directors continued in office I 
until the death of Thomas E. Burke on October 23, 1941. 
None of the Directors of the Mount Vernon Mortgage j 
Corporation, at any time, had any financial interest in the j 
National Home Library Foundation, and the defendant, j 
Mount Vernon Mortgage Corporation, had no interest in 
the National Home Library Foundation except that of a 
creditor. 

(c) The affairs of Longfellow Building Corporation 
were in the hands of its Board of Directors, Sherman F. 
Mittell, Arthur L. Winn, Jr., and Roy S. Thurman from 
the date of its incorporation to April 9, 1940, at which 
time Roy S. Thurman resigned and Robert T. Highfield, 

L. Harold Sothoron and E. Flavelle Koss were elected to 
the Board. Upon the death of Sherman F. Mittell on 
July 16, 1942, Mrs. Fannie Sessions Mittell was elected to 
fill the vacancy thus created. These persons constituted 











the Board of Directors at the time defendant, Mount 
Vernon Mortgage Corporation, purchased 833 shares of 
Longfellow Building Corporation stock from National 
Home Library Foundation. Of these Directors, defend¬ 
ants Highfield, Koss and Sothoron had no stock interest 
in Longfellow Building Corporation. 

18. The allegations of said paragraph are denied. 
Further answering said paragraph, these defendants aver 
that the acquisition by the defendant Mount Vernon 

Mortgage Corporation of stock of Longfellow 
1910 Building Corporation was the result of arms length 
dealings between the parties, no fiduciary relation¬ 
ships or duties were involved, and the consideration was 
lawful, adequate and proper. 

Count II 

19. Defendants incorporate by reference their answer 
to paragraphs 1 to 6 of the complaint. 

20. These defendants deny the allegations of said para¬ 
graph. 

21. These defendants deny the allegations of said para¬ 
graph. 

22. These defendants admit the allegations of para¬ 
graph 22, except that they aver that the figures therein 
alleged were taken from a statement of January 2, 1951, 
and not June 30,1950. 

23. The allegations of said paragraph are denied. 
Further answering said paragraph these defendants aver 
that of the total capital investment and surplus of Five 
hundred forty-five thousand seven hundred twelve and 
ninety one-hundredths dollars ($545,712.90), as in this 
paragraph alleged and as shown by the balance sheet of 
the Longfellow Building Corporation as of January 1, 
1943, the following items, representing watered or bonus 
stock, were disallowed by the Bureau of Internal Revenue 
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i 


as having had no value when the building was completed 
in February of 1941: 

representing the loan from McShain as in 
paragraph 15 herein set forth 

representing shares originally issued to 
McShain as a stock bonus 

i 

issued to William Lescaze, architect, as stock 
bonus 

i 

representing a stock bonus to the Foundation 
on the transfer of the land. 


Total ' 

i 

j 

1911 The inclusion of these items in the capital stock 

account was well known to Mount Vernon Mortgage ! 
Corporation, Longfellow Building Corporation and 
National Home Library Foundation. Upon their elimina¬ 
tion, as the Bureau of Internal Revenue directed and 
required, there w^as an equity of $106,212.90 applicable to j 
the 2,000 shares of authorized and outstanding stock. On i 
January 10, 1943, the equity value of 833 shares (being 
41.65% of the total number of shares) was Forty-four j 
thousand two hundred thirty-seven dollars and sixty-seven | 
cents ($44,237.67). For these 833 shares, Mount Vernon j 
Mortgage Corporation paid cash amounting to Twenty- j 
seven thousand nine hundred five dollars and fifty cents i 
($27,905.50). 

The stock w r as not listed on any Exchange. There was j 
no market for it. The Corporation’s only asset was the j 
Longfellow Building. This property w r as heavily en- j 
cumbered, the financing being such that salaries were fixed j 
at a nominal figure, and earnings were not available for ! 
dividends. 

i 

The first Government Agency to occupy the building j 
was Rural Electrification Administration. It moved out j 


$140,000.00 
$102,000.00 
$ 17,500.00 
$180,000.00 

$439,500.00 
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before the end of the first year. Other Agencies followed. 
With respect to each, the lease with the Government pro¬ 
vided for termination by it upon mailing thirty days’ 
notice. In the latter part of 1942, and the early part of 
1943, the Federal Government embarked upon a policy 
of decentralization, pursuant to which the major portion 
of the Patent Office was moved to Richmond, Virginia, the 
Securities Exchange Commission to Philadelphia, Penn¬ 
sylvania, the Social Security Administration to Baltimore, 
Maryland, Rural Electrification Administration (the first 
tenant in the Longfellow Building) to St. Louis, Missouri, 
the Farm Credit Administration (the second tenant in the 
Longfellow Building) to Kansas City, Missouri, the Indian 
Affairs Division of the Department of Interior to Chicago, 
Illinois, and numerous others. In addition, the Govern¬ 
ment pursued a building program in the District of 
Columbia and vicinity, erecting the Pentagon Building in . 
Arlington County, Virginia, the Navy Department Build¬ 
ing and Gravely Air Force Building in Virginia, the 
1912 Census Building and Agricultural Building in Prince 
Georges County, Maryland. There was also con¬ 
structed a building for Reconstruction Finance Corpora¬ 
tion, and a new’ building for the General Accounting Office 
was authorized and started but not completed. It wras 
generally thought that after the emergency arising out of 
World War II, pressure w’ould be exercised upon members 
of Congress to retain within their Districts the Agencies 
w’hich had been removed from the District of Columbia and 
located in the several States. 

The Longfellow Building w r as designed and erected as a 
loft structure, with no individual office partitions. To 
convert it into a conventional type office building would 
have cost approximately Four hundred thousand dollars 
($400,000.00) in 1943. Defendants are informed that it 
wrould cost twice that amount now’. 

It was under the foregoing circumstances and conditions 
that Mount Vernon Mortgage Corporation purchased the 
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minority interest held by National Home Library Founda¬ 
tion in the Longfellow Building Corporation. 

24. Defendants admit that on January 1, 1943, National 
Home Library Foundation owned 933 shares of stock of 
Longfellow Building Corporation. The remaining allega¬ 
tions of said paragraph are denied. 

25. The allegations of said paragraph are denied. 

26. The allegations of said paragraph are denied. 

27. These defendants admit that National Home Library 
Foundation sold to Mount Vernon Mortgage Corporation 
833 shares of the capital stock of Longfellow Building 
Corporation for Twenty-seven thousand nine hundred five 
and fifty one-hundredths dollars ($27,905.50), or Thirty- 
three and fifty one-hundredths dollars ($33.50) per share, 
and out of the proceeds from said sale paid its promissory 
note of Twelve thousand dollars ($12,000.00) held by said 
Mount Vernon Mortgage Corporation. The remaining 
allegations of said paragraph are denied. 

1913 28. The allegations of said paragraph are denied. 

29. The allegations of said paragraph are denied. 

Count III 

30. Defendants incorporate by reference their answer 
to paragraphs 1 to 29, both inclusive, to the complaint. 

31. On information and belief, defendants admit that 
National Home Library Foundation sold and transferred 
to the defendant Fannie Sessions Mittell one hundred 
(100) shares of the capital stock of the Longfellow Build¬ 
ing Corporation for Three thousand three hundred fifty 
dollars ($3,350.00), or Thirty-three and fifty one- 
hundredths dollars ($33.50) per share, on February 15, 
1943, not January 10, 1943, as alleged. The remaining 
allegations of said paragraph are denied. 

32. The allegations of said paragraph are denied. 
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33. The allegations of said paragraph are denied. 

34. These defendants admit that Mount Vernon Mort¬ 
gage Corporation acquired 1,500 of the 2,000 shares of 
capital stock of the Longfellow Building Corporation. The 
remaining allegations of said complaint are denied. 

Second Defense 

The complaint fails to state a claim upon which relief 
may be granted against these defendants. 

Third Defense 
This Court is without jurisdiction. 

1914 Fourth Defense 

The alleged cause of action is barred by the Statute of 
Limitations and precluded by laches and estoppel. 

And having fully answered, defendants pray: 

1. That the complaint be dismissed. 

2. And for such other and further relief as to the Court 
may seem just and proper. 

Brandenburg & Brandenburg 

Bv Louis M. Denit 
* 

Attorneys for Defendants, 
Mount Vernon Mortgage Cor¬ 
poration, Robert T. Highfield, 
E. Flavelle Koss and L. Harold 
Sothoron, 

719 15th Street, N. W. 
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Filed June 10,1952 



Answer of the Defendants, National Home Library Foundation 
and Fannie Sessions MittelL to Complaint Presenting 
Defenses Under Rule 12(b) 

First Defense 

! 

The Complaint fails to state a claim upon which relief 
may be granted against these defendants. 


Second Defense 
The Court is without jurisdiction. 


Third Defense 

The alleged cause of action attempted to be stated in said 
Complaint is barred by the Statute of Limitations and is 
precluded by laches and estoppel. 


Fourth Defense 

1. These defendants deny the allegations of paragraph 1 
of the Complaint. 

2. These defendants state that J. Howard McGrath is no 
longer Attorney General of the United States and allege 
that the suit should be dismissed for lack of a proper party 
plaintiff. These defendants deny the remaining allegations 
in said paragraph. 

3. These defendants admit that the National Home 
Library Foundation was organized in 1932 under the laws 
of the District of Columbia. A portion of its Charter 

is correctly quoted in paragraph 3. Defendants 
1922 deny that the National Home Library Foundation is 
a charitable corporation and aver that the United 
States has taken the position that the National Home 
Library Foundation is not entitled to any Federal income 
tax exemption from December 31, 1943 up to the present 
time. 
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4. Defendants admit the allegations contained in para¬ 
graph 4 of the Complaint. 

5. Defendants deny the allegations of paragraph 5 of the 
Complaint. 

6. These defendants admit that in 1938 Sherman F. 
Mittell was President of the National Home Library 
Foundation and that he died on July 16,1942. The remain¬ 
ing allegations of paragraph 6 are denied. 

7. Defendants admit that a Charter was secured for the 
Longfellow Building Corporation with an authorized 
capital stock issue of Two Thousand (2,000) shares of no 
par value. The remaining allegations of paragraph 7 are 
denied. 

8. These defendants admit that the National Home 
Library Foundation never had sufficient funds to finance 
a venture such as the Longfellow’ Building project and that 
financial aid was sought on behalf of the defendant, 
National Home Library Foundation, w’hen the Longfellow 
Building project wras under consideration. The remaining 
allegations of paragraph 8 are denied. 

9. Defendants admit that negotiations w’ere undertaken 
through the Reconstruction Finance Corporation in con¬ 
nection w’ith the Longfellow Building project. The re¬ 
maining allegations of paragraph 9 are denied. 

10. Defendants admit an agreement was entered into to 
comply w’ith the requirements of the RFC Mortgage Cor¬ 
poration. This agreement is in writing and fixes the 
obligations of the various parties to the agreement. The 
remaining allegations of paragraph 10 of the Complaint 
are denied. 

11. The allegations of paragraph 11 are denied. 

12. Defendants admit that the Longfellow Building Cor¬ 
poration made a deposit of One Hundred and Fifty 
Thousand ($150,000.00) in The City Bank of Washington. 
The remaining allegations of paragraph 12 are denied. 
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1923 Count II. 

13. Defendants incorporate by reference their answers 
to paragraphs 1 to 12 inclusive. 

14. Defendants deny the allegations contained in para¬ 
graph 14 of the Complaint. 

15. Defendants deny the allegations contained in para¬ 
graph 15 of the Complaint. 

16. Defendants deny the allegations contained in para¬ 
graph 16 of the Complaint. 

17. Defendants deny the allegations contained in para¬ 
graph 17 of the Complaint. 

18. Defendants deny the allegations contained in para¬ 
graph 18 of the Complaint. 

Count III. 

19. Defendants incorporate by reference their answers 
to paragraphs 1 to 6 inclusive of the Complaint. 

20. Defendants deny the allegations contained in para¬ 
graph 20 of the Complaint. 

21. Defendants deny the allegations contained in para¬ 
graph 21 of the Complaint. 

22. Defendants deny that on June 30, 1950 the financial 
statement of the Longfellow Building Corporation was as 
alleged in paragraph 22 of the Complaint. 

23. Defendants deny the allegations contained in para¬ 
graph 23 of the Complaint. 

24. Answering paragraph 24 of the Complaint, defend¬ 
ants allege that the National Home Library Foundation 
was not the owner in fact and for a good and valuable 
consideration of the 933 shares of stock of the Longfellow 
Building Corporation. 
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1924 25. Defendants deny the allegations contained in 

paragraph 25 of the Complaint. 

26. Defendants deny the allegations contained in para¬ 
graph 26 of the Complaint. 

27. Defendants admit that on January 10, 1943 the 
National Home Library Foundation sold to the Mount 
Vernon Mortgage Corporation 833 shares of capital stock 
of the Longfellow Building Corporation at a price of 
Thirty Three Dollars and Fifty Cents ($33.50) per share, 
and that out of the proceeds of this sale a Twelve Thousand 
Dollar ($12,000.00) note of the National Home Library 
Foundation was paid to the Mount Vernon Mortgage Cor¬ 
poration. The remaining allegations of paragraph 27 are 
denied. 

28. The allegations of paragraph 28 of the Complaint are 
denied. 

29. The allegations of paragraph 29 of the Complaint are 
denied. 


Count III. 

30. Defendants incorporate by reference their answers 
to paragraphs 1 to 29, both inclusive, of the Complaint. 

31. Defendants deny the allegations contained in para¬ 
graph 31 of the Complaint. Further answering this 
paragraph, the defendants allege that the National Home 
Library Foundation did not have title in fee or absolutely 
to the 100 shares of capital stock of the Longfellow Build¬ 
ing Corporation described in this paragraph. While the 
minutes of the National Home Library Foundation reflect 
a sale to the defendant, Fannie Sessions Mittell, of 100 
shares of capital stock of the Longfellow’ Building Cor¬ 
poration, the Foundation was not the owrner of such stock 
and it was right and proper that such stock should be 
transferred to the defendant, Fannie Sessions Mittell, as 
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94 shares of this stock had merely been pledged by the ! 
deceased husband of the said Fannie Sessions Mittell j 
during his lifetime to secure the repayment of the afore- i 
said $12,000.00 note. On payment of this note, said j 
94 shares of stock did not become the property j 
1925 of National Home Library Foundation in fact. Six 
additional shares of stock were given by the Long¬ 
fellow Building Corporation to the defendant, Fannie 
Sessions Mittell, to round out the shares she was to receive i 
to 100 shares, in order that she and her son might have 
100 shares of capital stock of the Longfellow Building Cor¬ 
poration as the widow of the former President of the ! 
Foundation and the one time principal stockholder of 
the Longfellow Building Corporation. 

i 

32. The allegations contained in paragraph 32 of the 
Complaint are denied. 

33. The allegations contained in paragraph 33 of the 
Complaint are denied. 

34. The allegations contained in paragraph 34 of the j 
Complaint are denied. 

i 

Fifth Defense 

! 

The issues in this Complaint have been rendered res j 
adjudicata by the final judgment in proceedings entitled | 
Abe Lincoln Mahoney, plaintiff, v. National Home Library 
Foundation, et al, Civil Action No. 1979-50 in the United 
States District Court for the District of Columbia. 

i 

I 

Sixth Defense 

i 

Defendants allege that Fannie Sessions Mittell has a 
good and valid title to the 100 shares of stock described in j 
the Complaint and that good and valuable considerations j 
support the transfer of this stock into her name. 

Wherefore, the defendants having fully answered the j 
Complaint, pray that the Complaint be dismissed and that ! 


i 
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the defendants have and recover of the plaintiff their costs 
in this action. 

Warren E. Magee 
Warren E. Magee 
William J. Bulow, Jr. 

William J. Bulow, Jr. 

Daniel J. Andersen 
Daniel J. Andersen 
Attorneys for defendants, 

National Home Library Foundation 
and Fannie Sessions Mitt ell. 

Of Counsel: 

Magee, Bulow & Andersen 
745 Shoreham Bldg. 

Washington 5, D. C. 

1940 Filed Oct. 22, 1954 

Findings of Fact and Conclusions of Law 
Findings of Fact 

1. This suit was brought by the United States as parens 
patriae in behalf of the unknown beneficiaries of the 
National Home Library Foundation to cancel transfers its 
trustees made of 1600 shares of Longfellow Building Cor¬ 
poration stock. The return to the Foundation is sought 
of 1500 shares from the defendant, Mount Vernon Mort¬ 
gage Corporation, and 100 shares from the defendant, 
Fannie Sessions Mittell. 

2. The National Home Library Foundation (hereinafter 
c.alled the Foundation) is a charitable corporation organ¬ 
ized in 1932 under the District of Columbia law relating 
to charitable, educational, religious and missionary 
societies. Its charter states: 

“The particular business and objects of this corporation 
are to promote and inculcate in more people the desire to 
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read good literature; to make liome libraries more easily 
available to greater numbers of our population; to urge 
the reading of good literature through printed announce¬ 
ments, radio broadcasts and newspapers; and to these ends 
to provide for the delivery and holding of lectures, ex¬ 
hibits, public meetings, classes and conferences, calculated 
to advance the cause of education and promote the general 
culture of the nation; and for these purposes to do and 
perform every lawful act and thing necessary and 
expedient to be done or performed and which may 
be convenient or advantageous for the efficient 
1941 conduct of its affairs; and to have and exercise all 
powers conferred by the laws of the District of 
Columbia upon corporations organized under sub- 
Chapter 3 (Code of March 4, 1929, Title 5, Chapter 5 of 
the incorporation laws of the District of Columbia . ,n 

3. The Foundation by the Spring of 1938 had an 
Advisory Board of sixty distinguished men and women 
representative of American culture and education. At that 
time the Foundation was a pioneer in publishing small, 
cheap, pocket editions of literary masterpieces. It pro¬ 
vided these books free or at cost 1 2 to Army posts, light¬ 
houses, ships, prisons, hospitals, libraries and universities. 
It also carried out a program to improve cultural condi¬ 
tions in rural sections in cooperation with farm bureau 
federations, churches, schools, and rural publications, and 
through the Carnegie Endowment for International Peace 
sent editions of English classics to interested folk through¬ 
out the world. 3 For a year it conducted an educational 
radio program. The “Foundation seemed to have a 
reasonable chance of real success” until its work was 
interrupted by the Pearl Harbor incident. 4 

1 The reference to sub-Chapter 3 pertains to Chapter 854, 56th Congress, 
Second Session, 1901, 31 Stat. 1283, presently Secs. 29-601 to 606 of the 
District of Columbia Code of 1951. 

2 The Foundation Minutes of February 12, 1932 indicate that books sold 
were to be at cost of production and distribution. 

3 PI. ’s Ex. 28 and 29. 

4 Record, p. 222. 




34 


4. The Longfellow Building Corporation—the corpora¬ 
tion issuing the stock involved in this suit—was organized 
in 1939 under the laws of Delaware, and began doing busi¬ 
ness in the District of Columbia. Its principal or only asset 
is a large, modern, twelve story office building in a desirable 

business area in Washington, D. C., being located 
1942 on the Northeast corner of Connecticut and Rhode 
Island Avenues, Northwest, about a block from the 
Mayflower Hotel and opposite the statue of the poet, 
Longfellow. From the time of its completion early in 1941 
the building has been continuously rented to the United 
States except the first floor which since its release by the 
Government has been used for stores. 

5. The defendant, Mount Vernon Mortgage Corporation 
(hereinafter called Mt. Vernon) is a corporation organized 
under the laws of Delaware. It began operating in the 
District of Columbia in 1938, and is engaged in the real 
estate, investment and insurance business. 

6. The defendant, Fannie Sessions Mittell, now Mrs. 
Ludwig Caminita (hereinafter called Mrs. Mittell) became 
secretary of the Foundation on February 19, 1940 and a 
trustee of the Foundation on April 1, 1940. She became 
second vice-president and a director of Longfellow Build¬ 
ing Corporation (hereinafter called Longfellow) on July 22, 
1942, and has since continuously held such positions. 

7. The defendant, Robert T. Highfield (hereinafter 
called Mr. Highfield) was a trustee of the Foundation from 
April 1, 1940 until March 19, 1941. He has been a director 
of Mt. Vernon since March 5, 1938, its secretary-treasurer 
from March 5, 1938 until December 1944, and its president 
and treasurer since December, 1944. He is and has been 
since April 2, 1940 a director and treasurer of Longfellow. 
He became president thereof in July 1942 and still holds 
that office. 

8. The defendant, L. Harold Sothoron (hereinafter called 
Mr. Sothoron) was a trustee of the Foundation from 
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April 1, 1940 until March 19, 1941. He is and has been | 
a director and the general counsel of Mt. Vernon since ! 

1938 and is also a vice-president of it at the present j 
1943 time. He has been a director and vice-president of 
Longfellow since 1940 and holds such positions at j 
the present time. 

9. The defendant, E. Flavelle Koss (hereinafter called j 
Mr. Koss) has been a director and officer of Mt. Vernon ! 
since 1938, -and at present is a director thereof and its j 
secretary and vice-president. He is and has been a director | 
and assistant secretary and assistant treasurer of Long- j 
fellow since April 1940. 

i 

10. Sherman F. Mittell (hereinafter called Mr. Mittell) i 
is the deceased husband of the defendant, Mrs. Mittell. i 
He was the principal founder of the Foundation and of 
Longfellow, and was president of each from its inception j 
until his death July 12, 1942. 

11. Sidney Acey Carraway (hereinafter called Mr. j 
Carraway) was elected a trustee and president of the ! 
Foundation in August 1942 to fill the vacancy created by j 
the death of Mr. Mittell. 

12. Robert C. Craig (hereinafter called Mr. Craig) was j 
elected a trustee of the Foundation in July 1940. 

i 

13. In December, 1943 there were three (3) trustees of ! 
the Foundation, Mrs. Mittell, Mr. Carraway and Mr. Craig, j 
The last meeting of the trustees was on December 9, 1943. j 
Each of them from that day forward considered that the I 
Foundation had ceased to exist and that their trusteeship | 
had ended. The Foundation’s charter declares the term j 
of its existence as perpetual, however, and no dissolution! 
has been judicially decreed. Of the three trustees, only; 
Mrs. Mittell is a party to this action. The other two were! 
witnesses at the trial and are informed as to the issues; 
involved. 


i 


i 
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14. The early history of the Longfellow building is tied 
in with the acquaintanceship of Mr. Mittell and 

1944 Mr. Craig. In 1938 and 1939 Mr. Craig was deputy 
administrator of the Rural Electrification Adminis¬ 
tration. He was charged with locating office quarters for 
that administration. After considerable frustration in that 
task he suggested to Mr. Mittell the idea of constructing 
an office building to be financed primarily by a first trust 
loan from Reconstruction Finance Corporation. Neither 
Mr. Mittell nor the Foundation had any funds. Neverthe¬ 
less, Mr. Mittell set out to bring the idea to realization. 
Mr. Craig was not then a trustee of the Foundation. 

15. To Mr. Mittell the work of the Foundation “was a 
great crusade.” 1 He planned the Longfellow building as 
a source of income for the Foundation. It was his view 
that from its Longfellow stock the Foundation “should 
be able in future years to derive a material income avail¬ 
able for use in carrying forward the Foundation’s pur¬ 
poses and program.”- The plan as of April 1940 was 
for the Foundation to “own 864 shares of stock of the 
building corporation”, Mt. Vernon to “receive 667 shares 
out of the 2000 shares of stock of the building corporation” 
and “other parties who # # participated in the necessary 
work” to “receive in the aggregate 469 shares.” 3 

16. The Foundation, Mr. Highfield and Mr. Sothoron, on 
April 2, 1940, ratified said plan and authorized the officers 
of the Foundation to execute the same. 

17. The financing of the Longfellow building was 
arranged as follows: The Reconstruction Finance Cor¬ 
poration gave a commitment to Longfellow to make 

1945 a first trust loan of $1,500,000 toward the acquisition 
of the land and the erection of the building, subject 

to the conditions among others that Longfellow have cash 

1 Record, p. 222. 

2 PI. ’s Ex. 1, Minutes of April 2, 1940. 

3 Ibid. 
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capital of $150,000 and that a guaranty be given by a 
financially responsible party to furnish such sums, if any, 
as might be needed over and above the aforementioned 
$1,650,000 to complete the building and discharge the 
obligations of Longfellow until 80 per centum of the office 
space should be leased to tenants satisfactory to the Recon¬ 
struction Finance Corporation. This guaranty was given 
by Mt. Vernon pursuant to an agreement between Mt. 
Vernon, Longfellow and the Foundation whereby Mt. 
Vernon for any such funds it might advance would receive 
a note or notes from Longfellow carrying 6% interest to 
be secured by a second deed of trust on the building; Mt. 
Vernon would pay to the Foundation $5,000; the Founda¬ 
tion would transfer to Mt. Vernon 667 shares of Long¬ 
fellow stock; Mt. Vernon would have the right to place all 
insurance and be employed to operate and manage the 
building for a management fee of $4,500 or $9,000 per year 
for the first 5 years, depending upon whether the lease 
should be on a net or gross basis. In April 1940 Mt. Vernon 
acquired said 667 shares of Longfellow stock. During the 
course of construction of the Longfellow building the cash 
advances (loans) made by Mt. Vernon under said agree¬ 
ment totalled $139,032.21. 

18. The source of Longfellow’s cash capital of $150,000 
(referred to in the preceding paragraph) is as follows: 
Longfellow borrowed from the building contractor, John 
McShain, Inc., $140,000 and paid said sum to the Founda¬ 
tion for services rendered. 1 The Foundation then 
1946 paid to Longfellow for 300 shares of Longfellow 
stock the said $140,000 plus $10,000 additional—a 
total of $150,000. Said $10,000 consisted of a loan of 
$5,000 from Mt. Vernon and the $5,000 which Mt. Vernon 
paid the Foundation under the guaranty agreement set out 

i The services rendered to Longfellow by the Foundation for said $140,000 
are not clearly spelled out but Mr. Sherman F. Mittell as an officer of the 
Foundation was engaged in laborious activities over an extended period of 
time concerning the planning, financing and promotion of the Longfellow 
building project. 
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in the preceding paragraph. Out of proceeds from the 
first trust John McShain, Inc. was eventually repaid the 
$140,000 by Longfellow. 

19. The Longfellow building was completed February 3, 

1941, and the Government began occupying all of the 
approximately 155,400 net square feet of floor space. The 
annual rent was $203,634.48 payable $16,969.45 per month. 
The first lease ran from February 3, 1941 to June 30, 

1942, with option in the lessee to renew from year to 
year until June 30, 1945, subject to adjustment of rental 
terms at each renewal period according to a rent formula 
established by the Reconstruction Finance Corporation 
Mortgage Company in an agreement with Longfellow. 
During any renewal period the Government upon written 
notice might terminate the lease effective at the end of the 
month following the month in which such notice is given. 

20. Pursuant to the plan for the Foundation to own 864 
shares of Longfellow stock, the Foundation acquired 
exactly that number exclusive of the 667 shares transferred 
to Mt. Vernon under the guaranty agreement and 100 
shares transferred to a lawyer who had worked on the 
building project. The 864 shares were acquired by a series 
of transactions. The Foundation paid Longfellow as 
already stated $150,000 for 300 shares or $500 per share. 
An option to buy for $250,000 the key portion of the build¬ 
ing site was obtained by the Foundation in 1939 and in 
1940 it conveyed said portion to Longfellow for the same 
cash consideration plus 360 shares of Longfellow stock 
(at an estimated value of $180,000 or $500 per share.) 
From John McShain, Inc., the Foundation acquired 174 
shares. Mr. Roy S. Thurman and Mr. Mittell transferred 
to the Foundation 30 shares (or fifteen each). The 
Shares hereinbefore underlined total 864 but this number 


39 


1947 was reduced to 839 shares when the Foundation on 
January 22, 1941 disposed of 25 shares. 1 

21. The said 839 shares represent the Longfellow stock 
owned by the Foundation as of January 14, 1942. On that 
date, however, a resolution was passed by the Founda¬ 
tion authorizing the borrowing from Mt. Vernon of 
$12,000 at 6% interest and the pledging of 931 shares to 
secure the loan (92 more shares than the 839 owned by 
the Foundation). Mr. Mittell in his own right owned one 
certificate for 3 shares and one certificate for 91 shares— 
or 94 shares in all. On January 15, 1942—the date the 
loan was made—the Foundation’s 839 shares and Mr. 
Mittell’s 94 shares (a total of 933 shares) were put up as 
collateral for the loan. 2 

22. Mr. Mittell transferred his 94 shares to the Founda¬ 
tion only for use by it as collateral for a loan, and he did 
not intend to part with his ownership of said shares. 3 

23. In late December 1942 following the death of 

1948 Mr. Mittell in July of that year, Mr. Highfield 
initiated negotiations with Mrs. Mittell for the sale 

to Mt. Vernon of the 933 shares of Longfellow stock which 


1 Stock book references to the shares mentioned in paragraph 20 are as 
follows: PL’s Ex. 2A, Certfs. 22, S, 9, 10, 15, 19 and 16 and reverse side 
of each certificate. PI.’s Ex. 2B, Certfs. 27 & 2S and PL’s Ex. 2A, Certfs. 
25, 18 and 6 and reverse side of each. The shares Thurman transferred 
originally belonged to Wm. Lescaze, the architect of the building, as certi¬ 
ficate 18 which was replaced by certificate 40. 

- The certificate for 3 shares was issued to Mr. Mittell in July, 1939. PL’s 
Ex. 2A, Cert. 1. The certificate for 91 shares was issued to him in April 
1940. PL’s Ex. 2A, Cert. 20. But these 91 shares came out of original 
certificate 3 issued in July 1939 as indicated on the reverse side of said 
certificate 3. Mr. Mittell signed blank stock powers and attached one to 
each of his certificates which at the time of the loan were cancelled and 
certificate 41 was issued to the Foundation in lieu of original certificate 1 
and certificate 42 in lieu of certificate 20. 

3 See Mr. Mittell’s statement to Mr. Highfield at the time of the transfer. 
Record, p. 193. It is admissible under the verbal act doctrine, Wigmore, 
3rd, Ed., Sec. 1772-1777, to show Mr. Mittell intended to loan said shares 
to the Foundation. 
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the Foundation had pledged for the $12,000 loan from Mt. 
Vernon. At that time Mrs. Mittell was emotionally dis¬ 
turbed, troubled and in poor health, and wanted to pay the 
Foundation’s debts and wind up its affairs. Mr. Highfield 
was well aware of these circumstances. 

24. The defendant, Mr. Highfield, was the agent of the 
defendant, Mt. Vernon, and its other directors to con¬ 
duct the negotiations with the Foundation for the dispo¬ 
sition of the 933 shares of Longfellow stock referred to 
hereinabove. 

25. At the time of said negotiations the trustees of 
the Foundation were Mrs. Mittell, Mr. Craig and Mr. Car- 
raway. They knew very little about the financial affairs 
of Longfellow. Mrs. Mittell had been a member of the 
Board of Directors of Longfellow and an officer thereof 
for about six months but had attended no meetings of 
the Board during that period. She had seen financial 
reports of Longfellow but did not pay any particular atten¬ 
tion to them as she was concerned with other problems. 
She did not know what the expenses or profits were in 
connection with the operation of the building during 1942. 
Mr. Craig and Mr. Carraway were likewise uninformed 
except that Mr. Craig knew' about the original financing 
of the building and the rent agreement. The trustees were 
unaware of the book value of the Longfellow' stock, and 
made no effort to ascertain it. The number of shares 
owmed by the Foundation in relation to the total shares 
outstanding w'as unknowm to the trustees as w’as the fact 
that the Foundation was the controlling stockholder. They 
sought no independent advice as to the market value of the 
stock or the other assets of the Foundation. They made 
no effort to learn the value of the Longfellow Building 
or Longfellow'’s equity therein. They did not try to sell 
the stock to anyone other than Mt. Vernon. 

1949 26. On January 19, 1943 Mt. Vernon purchased 

833 shares of Longfellow’ stock from the Founda- 
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tion for the sum of $27,905.50 or $33.50 per share. This 
sale was consummated by the payment of $15,153.50, being 
the balance of the said purchase price after deducting a 
transfer tax, the $12,000 loan and interest thereon amount¬ 
ing to $728, being the loan referred to in paragraph 21. 
Mt. Vernon still owns said 833 shares. The purchase of 
these 833 shares by Mt. Vernon gave Mt. Vernon control 
of Longfellow r since Mt. Vernon thereupon became the 
owner of 1500 of the 2000 authorized shares of Long¬ 
fellow stock. 

27. Mr. Highfield and Mr. Sothoron advised Mrs. Mittell 
in January 1943 that she should take 100 shares of Long¬ 
fellow stock from the 933 shares the Foundation pledged 
to secure the loan from Mt. Vernon, and that Mt. Vernon 
w’as purchasing 833 shares at $33.50 per share. Until 
this time Mrs. Mittell had believed Mt. Vernon was going 
to purchase 933 shares from the Foundation at a price 
sufficient to pay the Foundation’s debts. Mr. Highfield ex¬ 
plained to Mrs. Mittell that 94 of the shares pledged for 
the loan from Mt. Vernon belonged to her late husband, 
Mr. Mittell, and that 6 shares were being added to the 94 
to make it an even hundred so that Mr. Mittell’s son— 
then a year old—“will have this hundred shares in his 
father’s building.” 1 

28. Despite the events related in the preceding para¬ 
graph, on February 19, 1943 said 100 shares were trans¬ 
ferred by the foundation to Mrs. Mittell purportedly in 
part payment of an alleged loan in the amount of $12,000 
from her to the Foundation. The evidence does not es¬ 
tablish the existence of such a loan. Mrs. Mittell still 

owns said 100 shares. 

1950 29. In early 1943 when the Foundation’s stock 

w’as sold, the signs of the times presaged a suc¬ 
cessful future for the Longfellow’ building. During the 
depression years of the thirties building construction de- 


l Record, p. 55. 
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dined and during 'World "War II restrictions on private 
building projects were imposed. There was a marked 
shortage early in 1943 of office space in Washington and 
a pressing need for housing for agencies of the federal 
government and otherwise. There was an upswing in 
the real estate market. 

30. Taking into consideration only those factors which 
a purchaser under fair market conditions would consider 
as of January 15-19, 1943, the fair market value of the 
Longfellow building was then Two Million ($2,000,000) 
Dollars. At that time, however, the property was en¬ 
cumbered by the first and second trusts to which refer¬ 
ence has already been made. 1 The books of Longfellow 
as of December 31, 1942 reflected a net worth, or capital 
and surplus of $545,712.90. 

31. The total outstanding number of shares of Long¬ 
fellow as of December 31, 1942 was 2000. The book value 
at that time was at least $176 per share. 

32. On January 19, 1943 prior to the sale of 833 shares 
of Longfellow stock to Mt. Vernon, the Foundation owned 
839 shares of Longfellow’s outstanding stock and was 
the majority stockholder in Longfellow. 

33. On January 15-19, 1943 the fair market value of 
833 shares of stock of Longfellow was $123 per share 
or $102,459. The fair market value of 6 shares at said 
time and in February 1943 was $123 per share or $738. 

34. Mt. Vernon, Mrs. Mittell, Mr. Highfield, Mr. Sotho- 
ron, and Mr. Koss knew, or should have known, that the 
fair market value of Longfellow stock on said dates was 
far greater than $33.50 per share, and that the then 

book value of said stock was at least $176 per 
1951 share. 

35. Mr. Highfield and his wife and Mr. Sothoron dur¬ 
ing the periods covered by this section were intimate 


i These trusts had been reduced by monthly payments. 
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friends of Mrs. Mittell. Mr. Highfield and Mr. Sothoron 
acted as advisers to Mrs. Mittell, in her personal affairs 
and in the affairs of the Foundation from July 1942 
through February 19, 1943 and thereafter. 

36. Between July 12, 1942 and February 19, 1943 none 
of the creditors of the Foundation was pressing for pay¬ 
ment. The principal creditors at that time were the H. 
Wolff Book Manufacturing Company, Inc. and Mt. Vernon. 
The former offered to write off the indebtedness as a bad 
debt and the latter to extend time for payment. Mrs. 
Mittell disclosed this to Mr. Highfield but failed to dis¬ 
close it to Mr. Carraway or Mr. Craig, although Mr. 
Highfield told Mr. Craig that Mt. Vernon would extend 
the time for repayment of the $12,000 loan. 

37. Mr. Carraway and Mr. Craig took little active part 
in the management or purported liquidation of the Founda¬ 
tion, leaving most such matters to Mrs. Mittell. 

38. Mr. Carraway took no part in the disposition of 
933 shares of Longfellow stock by the Foundation in 
early 1943 save acquiescence in and ratification of such 
action. 

39. Mr. Carraway and Mr. Craig were motivated by 
sympathy and friendship for Mrs. Mittell when they rati¬ 
fied the transfer to her in 1943 of Longfellow stock, and by 
said sentiments and their desire to aid her in ridding her¬ 
self of the Foundation and its debts when they authorized 
in 1943 the sale to Mt. Vernon of Longfellow stock. 

40. The transactions whereby the Foundation’s 839 
shares of Longfellow stock were disposed of were 

1952 not conducted at “arm’s length”. 

41. The trustees of the Foundation in selling and dis¬ 
posing of the Foundation’s shares of Longfellow stock 
in early 1943 acted contrary to the interests and pur¬ 
poses of the Foundation and its unknown beneficiaries. 
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42. Mrs. Mittell, aided and abetted by Mr. Craig and 
Mr. Carraway, also disposed of the assets of the Founda¬ 
tion, other than the Longfellow stock, and dealt with the 
proceeds therefrom in a manner inconsistent with the 
prudence and propriety required of her as a trustee. 

43. The transfer by Mrs. Mittell, Mr. Carraway and 

Mr. Craig of Longfellow stock to Mrs. Mittell in Febru¬ 
ary 1943 was without consideration. ^ 

44. The transfer by Mrs. Mittell, Mr. Carraway and 
Mr. Craig of the 833 shares of Longfellow stock to Mt. 

Vernon in January 1943 was for a grossly inadequate 
consideration. 

45. Since Mt. Vernon acquired the 833 shares of stock 
referred to in paragraph 26 it has received in dividends 
upon said stock $174,930. 

46. Since Mrs. Mittell acquired the 100 shares of stock 
referred to in paragraphs 27 and 28 she has received in 
dividends upon said stock $21,000 or $19,740 upon the 94 
shares which belonged to her deceased husband and $1,260 
upon the 6 shares belonging to the Foundation. 

47. On May 3, 1950 Abe Lincoln Mahoney filed in this 
court Civil Action No. 1979-50 against the Foundation, 
Longfellow, Mt. Vernon, Mr. Highfield, Mr. Sothoron, 

George Morris Fay, United States Attorney, and others. 

The action was dismissed by the court. The defend¬ 
ants herein assert that the subject matter of this 

1953 action is res judicata by reason of Civil Action No. 

1979-50. 

48. The evidence does not sustain the defendants’ claim 
of estoppel or laches. 

Conclusions of Law 

1. The court has jurisdiction of this action. 

2. The National Home Library Foundation is a chari¬ 
table corporation, presently existing in the District of Co¬ 
lumbia, and the United States as parens patriae has au- 
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thority to bring this action on behalf of the unknown bene¬ 
ficiaries of the Foundation. 

3. The parties, issues, and disposition of the action in 
Mahony v. National Home Library Foundation, Civil Ac¬ 
tion 1979-50, were not such as to warrant application of 
the doctrine of res judicata to this action. 

4. This action is not barred by estoppel, laches or any 
statute of limitations. 

5. There was no breach of trust in the transfer by the 
Foundation in April, 1940 of 667 shares of the common 
stock of the Longfellow' Building Corporation to Mt. Ver¬ 
non Mortgage Corporation, the consideration for said 
transfer being adequate. 

6. The trustees of the Foundation occupied a fiduciary 
relationship to it and its unknown beneficiaries. In nego¬ 
tiating the sale of 833 shares of the Longfellow stock in 
January, 1943 to Mt. Vernon Mortgage Corporation, said 
trustees failed to inform themselves of the value of the 
stock and failed to exercise the caution, care and skill which 
a man of ordinary prudence would exercise in dealing with 
his property. Due to their failure to perform their duties, 
the trustees transferred said 833 shares of stock for a 
shockingly inadequate consideration, and they thereby 
breached their trust. 

1954 7. The purchaser of the 833 shares of stock, Mt. 

Vernon Mortgage Corporation, had notice of the 
breach of trust, and took the stock with such notice. 

8. The sale of 833 shares of the Longfellow stock by the 
Foundation to Mt. Vernon Mortgage Corporation must be 
set aside and said shares returned to the Foundation. 

9. Mt. Vernon Mortgage Corporation must pay to the 
Foundation a sum equal to the amount of the dividends re¬ 
ceived by the corporation on the 833 shares less the amount 
paid by the corporation for the purchase of said shares. 

10. Of the 100 shares of Longfellow' stock transferred by 
the trustees of the Foundation to Mrs. Mittell, 94 shares 




belonged to Mr. Mittell. The remaining 6 shares belonged 
to the Foundation and no consideration was given for them 
by Mrs. Mittell. 

11. The transfer of 6 shares of the Longfellow stock by 
the Foundation to Mrs. Mittell must be set aside and said 
shares returned to the Foundation. 

12. Mrs. Mittell must pay to the Foundation a sum equal 
to the amount of the dividends received by her on the 6 
shares. 

13. The trustees of the Foundation have impliedly re¬ 
nounced their offices. It is necessary for the court to ap¬ 
point successor trustees, and the court will retain juris¬ 
diction of this action for that purpose. 

Counsel for plaintiff will submit a proposed judgment in 
accordance herewith. 

Buexita Shelton Matthews 
Judge 

October 22, 1954 

1955 Filed Feb. 10,1955 

Judgment 

This cause having come on for trial by the Court, without 
a jury, and the Court having considered the evidence and 
entered its findings of fact and conclusions of law on Octo¬ 
ber 22, 1954, and it appearing to the Court that there is no 
just reason for delay in entry of judgment as to certain 
claims, it is this 10th day of February 1955 expressly 
directed that final judgment be entered as follows: 

1. The relief prayed as to the 667 shares of Longfellow 
Building Corporation no-par common stock transferred to 
defendant Mount Vernon Mortgage Corporation in April, 
1940, is denied and Count I of the Complaint, insofar as 
it relates to the said 667 shares, is dismissed. 

2. The relief prayed as to the 833 shares of Longfellow 
Building Corporation no-par co mm on stock transferred to 
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defendant Mount Vernon Mortgage Corporation in Janu¬ 
ary, 1943, is granted and said defendant is hereby directed ! 
to deliver forthwith to the Clerk of this Court a certificate 1 
or certificates for said 833 shares of stock properly en- | 
dorsed to the National Home Library Foundation. 

3. The relief prayed as to the 100 shares of Longfellow 
Building Corporation no-par common stock transferred to j 
defendant Fannie Sessions Mittell (now Mrs. Ludvig Cam- j 
inita) in February 1943, is granted in part and denied in j 

part, and said defendant is directed to deliver forth- i 
1956 with to the Clerk of this Court a certificate or cer- i 
tificates for six (6) shares of Longfellow Building j 
Corporation no-par common stock, properly endorsed to j 
the National Home Library Foundation. 

4. Defendant Mount Vernon Mortgage Corporation is j 
directed to deliver forthwith to the Clerk of this Court j 
the sum of $147,024.50 to be held by the Clerk for the ] 
account of the National Home Library Foundation pend¬ 
ing the further order of this Court. 

5. Defendant Fannie Sessions Mittell is directed to de- ! 
liver forthwith to the Clerk of this Court the sum of $1,- j 
260.00 to be held by the Clerk for the account of the Na- j 
tional Home Library Foundation pending the further 
order of this Court. 

Further Ordered, that this Court retains jurisdiction for j 

i 

the purpose of appointment of trustees for the National | 
Home Library Foundation and for the purpose of ascer¬ 
taining the amount of such dividends as may have been ! 
paid since January 1, 1954, or may be paid hereafter to j 
the defendants on the shares of no-par common stock of j 
Longfellow Building Corporation and to order the defend- j 
ants to pay over to the National Home Library Foundation j 
the proportionate amount of such dividends as the Foun- I 
dation is entitled thereto, and to enter such further orders I 
as to the Court may seem just and proper in this cause, j 

i 

Burnita Shelton Matthews I 

i 

Judge j 


! 

I 
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2 Excerpts From Transcript of Testimony 

UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 

Civil Action No. 4088-51 

The United States as Parens Patriae, by its 
Attorney General, 
and 

J. Howard McGrath, Attorney General of the United 
States, in behalf of the unknown beneficiaries of 
the National Home Library Foundation, 
Plaintiffs 

vs. 

Mount Vernon Mortgage Corporation, et al.. 

Defendants 

Washington, D. C. 
Monday. May 3, 1954 

The above-entitled matter came on for trial before 
Honorable Burnita Shelton Matthews, a Judge of the 
United States District Court, at 10:00 a.m. 

Appearances: 

For the United States: 

Rufus E. Stetson, Jr., Esq. 

Assistant United States Attorney 

George A. Fruit, Esq. 

Department of Justice 

3 For the Defendants: 

Brandenburg and Brandenburg 
By: Louis M. Denit, Esq. and 
Thomas S. Jackson, Esq. for Mount Vernon 
Mortgage Corporation, Robert T. Highfield, 
E. Flavelle Koss and L. Harold Sothoron 

Magee Bulow and Andersen 

By: Warren E. Magee, Esq. for National Home 
Library Corporation and Fannie Sessions 
Mittell 
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PROCEEDINGS 

(After opening statements by counsel:) 

Thereupon— 

Mrs. Ludwig Caxninila 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 

Direct Examination 
By Mr. Stetson: 

Q. Would you please state your name and address for 
the record? A. You mean at present? 

Q. Well, I think perhaps it would be more convenient 
if we used the name that you were known by in connection 
with this suit. A. Mrs. Sherman Mittell. And do you 
want my address right now? 

Q. Yes, please. A. Route One, Silver Spring, Maryland. 

Q. And may the record show your present name, j 
4 too? A. Mrs. Ludwig Caminita. j 

Q. Now, Mrs. Mittell, you were Fannie Ellen j 
Sessions before your marriage to Mr. Mittell? A. That is j 
right. | 

Q. When did you first come to Washington? A. Oh, I j 
haven’t the remotest idea. I came after my father’s death 
in South Dakota. 

Q. Was it about 1933? A. I wouldn’t know. 

Q. What did you first do when you came here? A. I 
worked for the National Emergency Council. 

Q. That was an agency of the United States Govern- j 
ment? A. That is right. j 

Q. When were you married to Mr. Mittell? A. I think j 
in 1939. i 

Q. March of 1939? A. Yes. j 

Q. Had you been working for the Government up until 
that time? A. Yes. j 

Q. In the same agency? A. No, I had been working for j 
General Somerville up in New York. 
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Q. So you were not in Washington from 1933 or 

5 whenever it was you took that first Government job? 
A. Most of the time, but just prior to my marriage 

I was working in New York. 

Q. Now, had you heard of the National Home Library 
Foundation before your marriage to Mr. Mittell? A. Yes, 
I did. 

Q. Where had you heard about it? A. From Mr. Mittell. 
Q. Do you know w’hen you first heard about it? A. No. 
Q. You don’t recall when you first met him? A. No. 

Q. What did you do after you got married to Mr. 
Mittell? A. Went back to work. 

Mr. Magee. I object. 

By Mr. Stetson: 

I 

Q. Did you continue to work for the Government after 
your marriage to Mr. Mittell? A. I resigned my position 
in New’ York after I married Mr. Mittell. I went back to 
w’ork for the Government here in Washington. 

Q. What agency was that? A. The Marketing Law’s 
Survey. 

Q. Did you also w’ork for the National Home 

6 Library Foundation? A. Not when I was working— 
well, I helped Sherman all I could in my spare time, 

yes. 

Q. But you w’ere not working for it on an official basis? 
A. No. 

Q. You w’ere helping your husband in his work for the 
foundation? A. That is right. 

Q. And how long did that continue? A. Up to the time 
of his death. 

Q. Did there come a time w’hen you were on the payroll 
of the Foundation or in the sense that you devoted full 
time to the foundation and stopped your government em¬ 
ployment? A. That is right. 

Q. When w’as that? A. I don’t remember. 

Q. Did there come a time w’hen you were made a trustee 
of the Foundation? A. Yes. 
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Q. When was that? A. I don’t know. The minute book 
will show it, I think, but I don’t know. 

Q. Would you like to refresh your memory from the 
minute book and find out when you became a trustee? 

Mr. Stetson: Do you have the minute book there? 

7 Mr. Magee: Yes. 

The Witness: I think I became a trustee—well, 
at least I was one July 10, 1940. You want to know exactly 
when? 

By Mr. Stetson: 

Q. If possible, Mrs. Mittell. A. Oh, here it is, April 1, 
1940. 

Q. April 1, 1940? A. That is right. 

Q. You became a trustee of the Foundation on that date? 
A. That is what it says here. 

Q. Is that correct? A. I guess so. 

Q. Does that refresh your memory? A. Yes. 

Q. Now, did you hold an office in the National Home 
Library Foundation besides being a trustee? A. I think 
I was the treasurer. 

Q. You were the treasurer? A. Yes. 

Q. And -was that April 1, 1940? A. I wouldn’t know. 
On February 19, 1940, I was named Secretary. 

Q. February 19, 1940, you were named secretary? A. 
That is right. 

8 Q. But you were not named a trustee until April 1, 
1940? A. That is right. 

Mr. Denit: April 2. 

The Witness: April 1. I would say that February 19, 
1940, when I became secretary was probably the date when 
I started working there all the time. 

By Mr. Stetson: 

Q. In your capacity as secretary did you not compose 
the minutes of the meetings of trustees of the National 
Home Library Foundation? A. Yes, sir. 
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Q. And have you continued to act as secretary of the 
foundation since February 19, 1940? A. Yes, sir. 

Q. Uninterruptedly? A. I would say so. No. Well, 
maybe—I don’t know—I was sick a long time and Mrs. 
Mittell had some girl in the office. I don’t know what she 
did about it or I don’t remember that part particularly. 

Q. When was that? A. Before my child was born. 

Q. When was that? A. Prior to December, 19— 

9 well, I don’t know. You mean when was I sick or 
when did he have somebody else in the office or 

what? 

Q. When you were sick? A. Well, let’s see, December, 
19— I think my child was born in ’41. Up here I don’t 
know—but I think it was in December, 1941. 

Q. Well, when were you sick? A. Eight months prior. 

Q. Eight months prior? A. Eight months prior to the 
birth of the baby, I was sick. There was another girl 
in the office. I don’t remember whether she took care of 
anything at that time or whether there was anything done 
at that time that even needed taking care of. 

Q. Well, how long were you sick? A. Eight months. 

Q. But from December of 1941 down to the present time 
you have acted uninterruptedly as the secretary of the 
National Home Library Foundation? A. That is not cor¬ 
rect. There has been no activity of the Foundation and 
I haven’t done anything about the Foundation from the 
time that we closed the Foundation after Mr. Mittell’s 
death, so I haven’t been acting. 

Q. Are you referring to as early as 1943? A. 

10 When I paid off the debts and distributed all the 
books, then as far as I was concerned the Founda¬ 
tion was closed, yes. 

Q. Did you get any court order authorizing you to do 
that? A. I am sure I don’t know what was done, but we 
tried to do everything decently and honestly and in a right 
manner. 

Q. Did you get a court order authorizing—A. I don’t 
know whether I got it or how it was handled. 


j 
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Mr. Magee: Let him finish the question first before you 
answer. 

By Mr. Stetson: 

Q. Did you apply to the court for an order authorizing 
you to sell the assets of the Foundation to pay off its 
debts'? 

Mr. Magee: I object to that, Your Honor. There is no 
need to get a court order to sell the stock. 

The Court: The objection is overruled. You may answer. 

By Mr. Stetson: j 

j 

Q. Did you get the question? A. Yes, I got the question. 

I don’t know, Mr. Stetson, what was done or how it was j 

done. j 

Q. I asked did you do anything of any sort? Did you, \ 
personally? A. Not to my knowledge, I don’t have any j 
court order, no. j 

j 

II Q. Did you apply for a court order? A. No, sir. j 

• • * • • * * * • • ! 

By Mr. Stetson: I 

Q. At the time you sold this stock in 1943, weren’t you j 
acting on the advice of Mr. Sothoron and Mr. Highfield? j 
A. No, I was not. 

Q. Whose advice were you acting on? A. At the time I j 
sold the stock? 

Q. In 1943. A. To the Mount Vernon Mortgage Cor- I 
poration ? j 

Q. Yes. A. I had one obsession and that was to pay j 
the bills. 

Q. Excuse me if I interrupt, but I just want the name j 
of the person on whose advice you were acting on. Weren’t j 
you acting on Mr. Highfield’s and Mr. Sothoron’s advice? ! 

• # • * • * * • # • j 

12 The Witness: Mr. Carraway and Mr. Craig were i 
giving me advice and helping me close the affairs I 
of the Foundation. 


i 
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The Court: Mr. Carraway and who? 

The Witness: And Mr. Craig. They were the two 
trustees. 

By Mr. Stetson: 

Q. From the time you first heard about this Foundation 
until you became a trustee on April 1, 1940, what 
was the Foundation doing? What was its purpose? 

13 A. Well, the purpose of the Foundation was to 
provide cheap books for people that couldn’t afford 

expensive books. 

Q. And when you say cheap, you mean the price, of 
course. A. That is right. 

Q. What kind of books? A. Well, they published many 
classics and some original works of David Cushman Coyle, 
and many reprints. 

Q. And Tom Sawyer by Mark Twain? A. I think that 
w’as one of the titles, yes. 

Q. What w’as the object of putting these books in cheap 
editions? A. So poor people could read books, people that 
couldn’t afford more expensive books. 

Q. And were the books sold for a profit? A. As far as 
I could see from the three and a half years I was married 
to Mr. Mittell, the books were never sold. All they did 
w’as lay in a warehouse. I kept asking them why they 
didn’t sell them or how’ we could sell them or how w’e could 
move them or what w’e could do with them. They were 
never sold during my time. 

Q. Were they given aw’ay? A. No, they just sat in the 
warehouse. 

Q. Did you know’ of any books that w r ere given away? 
A. There w’as a very large story w r hen Mr. Mittell 

14 died that he had given $100,000 worth of books away, 
but they were not given aw’ay. That was just a 

story. 

Q. Who originated that story? A. I am sure I don’t 
know. It wasn’t me. 
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Q. Where did the story appear? A. In the newspapers 
in the account of his death. 

Q. Let me ask you was the Foundation in the printing 
and distribution of books to make a profit? A. To make 
a profit? 

Q. Was that its purpose? A. I think they would have 
been very happy to make a profit, yes, if they could. They 
would have been awfully glad to at least get the money 
back from the printing, which was never possible during 
my time. I don’t know -what happened up to the time I got 
there but during my time there was nothing that ever came 
in, and all that we did was pay out debts. 

Q. Then you don’t really know what books were dis¬ 
tributed and sold and what books were given away prior 
to the time you became active in the Foundation; is that 
correct? A. That is correct. 

#•••***#•• 

15 Q. Were you charged with the duty of distributing 

16 the books ■when you -were active in the Foundation? 
A. After Mr. Mittell died I distributed the books. 

Q. Well, before he died? A. No. 

Q. After he died you -were charged with that? A. That 
is correct and it was some job, I can guarantee. 

Q. How much did you get for the books? A. Well, about 
the last 400,000 of them I got a penny and a half a piece 
for them. 

Q. I mean in dollars and cents how much did you receive? 
A. I don’t know. You multiply 400,000 times a penny and 
a half. I don’t know what that comes to. 

Q. That is your testimony as to what you received? 
A. That is right. 

• *•••**#•• 

17 By Mr. Stetson: 

Q. May I ask you to take a minute to search your 
memory as to when Mr. Mittell died? A. Well, if my child 
was born in ’41, which I said I think is correct, then he 
died six months later in ’42. So that would be July of 
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1942 because the baby was six months old when he died. 

Q. And didn’t Mr. Mittell leave you -with a great deal 
of insurance? A. No, he did not. 

Q. He left you destitute? A. No, he did not. 

Q. Did he leave you an estate of size? A. No, he did not. 
Q. What did you do in the management of the Founda¬ 
tion’s affairs after Mr. Mittell’s death? What was the 
first thing you did in the management of the Foundation’s 
affairs? A. Well, the first thing I did was find out whom 
we owed money to. 

Q. And whom did you find you owed money to? A. The 
H. Wolff Company in New* York. 

Q. What was that? A. The H. Wolff Company, a 

18 printing company in New York, Mr. Jelleff, and the 
Mount Vernon Mortgage Corporation. 

Q. How much was owed to Mount Vernon Mortgage 
Corporation? A. $12,000, I think. 

Q. How much was o'Wed to Mr. Jelleff? A. Approxi¬ 
mately three—between three and four. 

Q. Three and four what? A. Thousand dollars. 

Q. Is that Mr. Frank Jelleff? A. That is right. 

Q. How about the Wolff Company? How much was 
owed to them? A. I think that was about $11,500. 

Q. Were there any other debts that you discovered? 
A. No. 

Q. Those are the only debts of the Foundation? 

The Court: Would you answer in words? Wken you 
shake your head the reporter does not get it. 

Mr. Stetson: Excuse me, Your Honor. 

The Court: When she answered one question, she nodded 
her head. 

Mr. Stetson: Suppose, Your Honor, I go over that again. 
By Mr. Stetson: 

Q. The debts that you have given us, namely, H. Wolff 
Company, Frank Jelleff, and Mount Vernon Mort- 

19 gage Corporation constituted the only debts of the 
National Home Library Foundation? A. Well, out- 
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side of the one that was owed me, which I wasn’t concerned 
about. 

Q. Now, what did you next do in connection with the 
operation of the affairs of the National Home Library 
Foundation? A. I went up to New York and saw’ Mr. 
AVolff to see if he could give me some suggestions as to 
howr to get rid of the books and help me close up things. 
He introduced me to a Mr. A. Hamming. I think his name 
is spelled H-a-m-m-i-n-g. Mr. Hamming helped me get rid 
of many of the books at great discounts. 

Q. How r many books? A. Mr. A. Hamming, I think, 
distributed about 300,000 books for me. 

Q. Do you know r w’hat the price was? A. I don’t, no, 
but they w’ere at very great discounts. 

Q. You say at great discounts. How much did they cost? 
A. Well, they cost—how much did they cost the Founda¬ 
tion? 

Q. Yes. A. Or how much was the retail price? Q. How 
much did they cost the Foundation? How much did 
20 they cost the Foundation? A. Well, I don’t know 
how much they cost the Foundation because many 
of the books I sold, I wasn’t there when they w T ere printed. 

Q. How’ do you know’ they sold at great discounts? 
A. Because the price w’as listed on the books at 15 cents 
and 25 cents. That w'as the list price of the books. So 
w’hen you sell that at a very great discount off the list price, 
that is a discount. And they were sold at a great deal 
off of 25 and 15 cents. 

Q. Did the Foundation ever charge more than 25 cents 
for any of the books ? A. I think one book, The Federalist, 
sold for 75 cents. And I think we had another book, I 
think The Jefferson, sold for 50 cents. 

Q. Then actually, Mrs. Mittell, this Foundation could 
not possibly make money selling books at that price, could 
it? A. Well, it didn’t make any money w’hile I was there. 
I am sure I don’t know’ w’hether it could have or not, but 
it certainly didn’t w’hile I was there. 

Q. Well, now’, you think that Mr. Hamming helped you 
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to dispose of about 300,000 books’ A. That is my guess. 
I have no idea at this point what the numbers were. 

Q. Now, is that in addition to the 400,000 books you 
mentioned earlier that were disposed of at a penny 

21 and a half per copy? A. Well, I think when Mr. 
Mittell died there were approximately 600,000 books 

in the warehouse; that, is what I think. 

Q. Now, getting back to my question— A. So if I said 
400,000 went out on that last big one and a half cent deal— 
I think this man was from Philadelphia who bought all 
that last heap. 

Q. Do you know who that was? A. I can’t remember 
his name. 

The Court: Well, were the 400,000 at a cent a half each 
the ones that you sold to the Philadelphia man? A. Yes. 
And up to that time Mr. Hamming, the man in New York, 
had helped me distribute the others. What those two 
numbers are, I don’t know what the division is. 

By Mr. Stetson: 

Q. When did you make the sale through Mr. Hamming? 
A. Well, I don’t know. It was over a period of months 
he was working. He didn’t sell them all at once. 

Q. When did you first see Mr. Hamming? A. That, I 
don’t know. When I went up to New York to see Mr. 
Wolff—I have no idea what the date was. 

Q. Do you know what Mr. Hamming sold those books 
for? A. No, I don’t. 

Q. Do you know what the Foundation received 

22 out of the proceeds of that sale? A. No, I don’t. 
I would say he sold them at 50 to 60 to 75 percent 

discount off of 25 and 15 cents. “Wherever he could get a 
good buy, why he would tell us to ship them out. 

Q. Do you have any records of the disposition of the 
books? A. I have no records at all. 

Q. Do I understand you don’t know what you got for 
these 300,000 books that you sold through Mr. Hamming? 
A. No, I don’t. I would say it varied from 50 percent 
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discount to 60—some of them were sold at 75, if he could 
sell a big group of them off you know at a very very large 
discount, he w T ould do that. He might have some record. 

I don’t know whether he keeps records or not. Of course, 

I have not seen him for all of these years or talked to him. 

Q. What did you do with the proceeds from those sales? 

A. All of the proceeds from the sales of the hooks w'ent 
into the Foundation, paid for rent, paid for postage, paid 
for the helper I had at the Foundation, and helped close 
up the Foundation generally. Then that is the end. 

Q. Who was the landlord? A. I was the landlord. 

Q. Had the Foundation been paying rent to yon right 
along? A. If it ever had money it paid rent. If it | 

23 didn’t have money, it didn’t pay rent. 

Q. When wrns the first payment of rent? A. j 
Pardon me? 

Q. When was the first payment of rent? A. I have no | 
idea, sir. 

Q. Did you ever receive any rent from the Foundation i 
before Mr. Mittell died? A. Oh, heavens, yes. I 

Q. How much? A. $40 a month when they had it. 

Q. So from 1940 down to 1942 you were receiving from 
time to time anyway $40 a month rent from the Founda- j 
tion? A. That is correct. And I might add that the $40 
a month I received from the Foundation when they could i 
pay it, I now get $150 a month out of the same space and j 
have ever since the Foundation was closed. 

Q. What space is this? A. It is the lower floor of my I 
home in Saint Matthew’s Court. j 

Q. When did you purchase that? A. I couldn’t tell you 
for sure—yes, I can—it was at the end of the first year we i 
were married. j 

Q. And you purchased it? A. Yes, sir. 

24 Q. With your own funds? A. Yes, sir. 

Q. Mr. Mittell did not contribute to the purchase i 
price? A. No, sir, it has always been my home. 

• • • # • • # * • • i 


I 
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Q. Did you ever have a mortgage on it, a first deed 

25 of trust? A. Yes, sir, I did. 

Q. Purchase money trust? A. Well, I don’t know 
what you call it but there was a mortgage on it. 

Q. What I meant was securing the seller for part of 
the purchase price? A. I don’t— 

Q. Excuse me. What I meant was didn’t you borrow 
money in order to buy the house? Did you borrow money 
in order to buy the house? A. At this point I don’t re¬ 
member. That is a good many years ago, sir. 

Q. But you remember there was a mortgage on it? A. 
Oh, certainly. I paid off the mortgage after Mr. Mittell 
died, with his insurance money. 

Q. Do you know how much that mortgage was? A. No, 
I don’t. 

Q. You don’t have any idea? A. You mean when I paid 
it off? 

Q. Yes. A. You mean after Mr. Mittell died? 

Q. Yes. A. No, I don’t. 

Q. Do you know how much it was -when it started? A. 
No, I don’t. All I know is that the payments were 

26 very small and we could afford to keep them up. 

Q. What do you mean, “we”? A. Mr. Mittell 

and I. 

Q. Then Mr. Mittell did contribute to the purchase of 
the house through payments to the mortgage; is that 
correct? A. Well, Mr. Mittell and I did everything to¬ 
gether, I mean. 

Q. And he contributed? A. My money was his money 
and his money was my money. If any of us got any money, 
it is our money. 

Q. And he contributed to the down payment in that 
sense? A. I don’t remember. I don’t know what the 
down payment was. I don’t remember what the payments 
on the house are or anything else, but I could probably 
check up for you. 

Q. Now, getting back to the disposition of these books, 
were these books disposed of prior to 1943 or after 1943? 

• •••••*#•• 
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27 The Witness: I would say that the final shipment 
of hooks took place in the early summer of 1943. 

By Mr. Stetson: 

Q. In the early summer of 1943? A. The books were 
sold after the stock—the final books were sold after I sold 
the stock and paid the debts. 

Q. Some were sold before you sold the stock? j 
A. Yes. 

28 Q. Is that correct? A. Yes. 

Q. Didn’t you see Mr. Hamming before you sold j 
the stock? A. Pardon me? 

Q. Didn’t you see Mr. Hamming before you sold the j 
stock? A. I w’ould say so, yes. 

Q. And didn’t he dispose of the 300,000 books probably 
before you sold the stock? I am not trying to supply any 
answers for you, but I am trying to refresh your memory. 

A. Well, no, I wouldn’t say that Mr. Hamming had sold ! 
all of his books before I sold the stock. 

Q. He had sold some of them? A. Oh, yes, he started j 
selling them as soon as we made our negotiations. 

Q. What was done with the proceeds from the sale of j 
those books? j 

* • • * * # # * • m 

The Witness: All the money went into the bank and j 
was kept there and used for running expenses. 

By Mr. Stetson: 

| 

Q. The last batch of books I take it refers to the 400,000 
books sold at a penny and a half a copy and were sold after 
you disposed of the stock; is that correct? A. That is j 
correct. 

Q. Now, I think you have already testified that ! 

29 upon sale of the stock the debts of the corporation 
were paid. What became of the proceeds from that | 

sale of the 400,000 books? A. Well, there is a minute j 
here—have you seen the minute book? 

Q. I have not seen the minute book. A. Well, there is 
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a minute here at the very end of the whole thing when 
it was finally over with, the last money that was left in the 
bank was voted to me for my efforts in behalf of the 
Foundation. 

Q. How much was that? A. Just a minute and I will 
look it up. $3,000. 

Q. $3,000? A. That is right. 

Q. And what is the date of that minute entry? A. That 
is December 9, 1943. 

Q. Outside of the $3,000 or three thousand odd dollars 
referred to in that minute which you have just referred to, 
your books or your memory reflects no other funds avail¬ 
able after the payment of debts of the Foundation. 

Mr. Denit: Available for what? 

Mr. Stetson: For anything. 

The Witness: Well, after I got this check for the 

30 stock and paid Mr. Wolff, paid Mr. Jelleff, and paid 
the Mount Vernon Mortgage then we just went on 

getting rid of the books, and any monies that came in from 
the books went into the bank and so forth. 

Q. There were no other debts of the Foundation? A. 
Well, my debt. 

Q. What was your debt ? A. $12,000. The only money— 
Q. Wait a minute, wait a minute, I will ask the questions. 
A. You asked me what debt. 

Q. You said $12,000. You loaned $12,000 to the Founda¬ 
tion? A. That is correct. 

Q. When? A. Mr. Mittell— 

Q. I asked you when. A. I will have to look it up. 

31 Q. Can you tell me the date? A. No, I can’t tell 
you the date. 

Q. You mean you loaned $12,000 and you can’t tell me 
the date? A. That is correct. Mr. Mittell was paid 
$12,000 by the Longfellow Building Corporation. lie came 
home and showed me the check. The ink wasn’t dry. He 
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rushed down to Judd and Detweiler with it to pay some 
more printing bills. 

Q. Go ahead. What else happened? A. And that was 
a loan to the Foundation from Mr. Mittell and me. As I 
say, any money he got was mine and any money I got was 
his and we always dumped it into the Foundation and for 
each other’s help. 

Q. In other words, Mrs. Mittell, you never did lend any 
of your own funds to the Foundation; is that correct? 

Mr. Magee: I object to that, Your Honor. The Witness 
has answered that question and told— 

The Witness: I felt that was very much my own funds. 
It was the only money I had seen in the three and a half 
years since I had married Mr. Mittell. I saw it come and 
go. I thought it was mine. 

32 The Court: Where did the $12,000 come from? 

The Witness: The Longfellow Building Corpora¬ 
tion paid it to him for his services in connection there with 
putting the whole thing together. 

The Court: Well, that was his services; was it not? 

The Witness: That is right. 

The Court: Well, was this check made to you and him 
or was it made to him alone ? 

The Witness: It was made to him alone. 

By Mr. Stetson: 

Q. You didn’t endorse that check, did you? A. I 
wouldn’t have to if it is made to Mr. Mittell. 

Q. I didn’t ask you whether you would have to. You 
didn’t endorse it, did you? A. Of course, I didn’t. 

Q. The check was never deposited to Mr. Mittell’s 
account, was it? A. It went directly down to Judd and 
Detweiler. 

#•#•###*#* 


33 By Mr. Stetson: 

Q. Mrs. Mittell, at the time of your husband’s death, is 
it not a fact that one of the assets of the Foundation con- 
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sisted of tlie II. II. B. Meyer Library Collection? A. That 
is right. 

Q. What was that ? A. All I know, a collection of books. 

Q. A collection of books that belonged to somebody 
named H. H. B. Meyer? A. Yes. 

Q. And that was the property of the foundation in late 
1942 or early 1943; is that correct? A. That is correct. 

Q. Did you sell that collection? A. Yes, I did. 

34 Q. To whom? A. I don’t know. Mr. Hamming 
sold that for me, too. 

Q. What price did you receive for it? A. I couldn’t 
tell you exactly. I think it was in the neighborhood of 
$3,500. 

Q. And that, of course, is in addition to the 300,000 books 
that Mr. Hamming sold that were printed for the Founda¬ 
tion; is that correct? A. That is right. 

I am not at all sure of the price. I would have to check 
with Mr. Hamming on the price but that is my memory. 

Q. Your best recollection is about $3,500, would you say? 
A. But I wouldn’t say that for sure, or anything. 

Q. Now, in regard to the sale of the 933 shares of Long¬ 
fellow Building Corporation stock, in January of 1943, 
will you tell the Court please, how you went about arrang¬ 
ing that sale? A. Well, I had only one idea and that was 
to get these debts paid. After Mr. Mittell died, I called 
in Mr. Higlifield and Mr. Sothoron because they were my 
and our intimate friends, had worked with us for years 
on the Longfellow Building, and also Mr. Carrawav and 
Mr. Craig. 

Mr. Highfield and Mr. Sothoron did everything they 
could to help me and do anything that I wanted to 

35 do. They offered to let me keep the Foundation 
open. They asked me if I wanted to keep the Found¬ 
ation open. 

I said “No, the only thing I want to do is pay the debts, 
get rid of the books, distribute them somehow, and close 
this thing up.” 
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So one day Mr. Highfield came by to call on me to see 
how I was and I was crying my heart out. I said, “I 
am never going to pay these debts. I am never going to 
get enough money to pay these debts. What in Heaven’s 
name will I do?” 

Mr. Highfield said, “Give me a list of the debts and we 
will see what we can do.” 

i 

Then the stock sale was— 

The Mount Vernon Mortgage Corporation already had 
all the stock, so they offered to—they went to their Board. 
They went to their Board twice to try and sell the stock, 
and they finally prevailed upon them to buy this stock and I 
came and said that they would buy the stock and pay the 
debts. 

Then I talked to Mr. Carraway and Mr. Craig and we all 
thought it was a wonderful, magnificent, terrific thing that j 
we could end up the Foundation, pay the debts, and in¬ 
cidentally none of the debtors were asking me to pay the ! 
bills. Mr. Wolf said he would write it off as a bad debt. 1 
Mr. Jelleff didn’t even approach me and the Mount Vernon ! 

didn’t. Nobody asked me to pay these debts. I 
36 wanted to pay the debts. And Mr. Highfield and j 
Mr. Sothoron and Mr. Craig and Mr. Carraway j 
helped me to do what I wanted to do and what I thought 
was the honorable thing to do. That is the story of the j 
sale of the stock. j 

Q. You never offered the stock to Mr. Highfield or to 
Mr. Sothoron or to Mount Vernon for any particular price? 
You just let them fix the price? A. I told them that I had 
these debts to pay and that was the things I wanted to do. j 

Q. And they— A. And I didn’t include in my debts ever 
the $12,000 that was coming to me. I never made that part j 
of any bargain that I should be paid off. j 

Q. Isn’t it a fact— A. I never put in ten cents for i 
me or Timmy. All I wanted was to pay the people that I 
had trusted my husband. 

Q. Isn’t it a fact, then, I believe you also testified some- j 


what to this extent, that you didn’t feel that the Founda¬ 
tion owed you anything? A. That I didn’t feel the Founda¬ 
tion owed me anything? 

There isn’t enough money in the world to pay me what 
I did for the National Home Library Foundation; not 
enough money in this world. 

Q. Do you think they still owe you some money? A. I 
think they will owe me money until I die. 

37 Q. What did you first do for the Foundation? 
A. What did I first do? 

Q. Yes, when you went to work? A. I went to work to 
support Mr. Mittell and myself so he could continue the 
Foundation; that is the first thing I did. 

Q. What did you do when you started working for the 
Foundation? A. Secretarial work. 

Q. Doing what? A. Writing letters. 

Q. You mean typing letters? A. Typing letters. 

Q. How many letters would you type in the course of 
a week? A. Oh, I have no idea at this point. 

Q. Were you typing letters? A. But I will tell you this: 
I worked all, after dinner, many, many hours. We stuffed 
books, put postage on books. We had an order from the 
Carnegie Endowment for International Peace which was 
stopped in the middle of the thing on account of the war. 
Things like that. Trying to clean up the place. 

I moved the Foundation from a place they were pay¬ 
ing $175.00 rent to a place where they could pay 

38 $40 when they had the money to pay it or not pay 
anything at all if they didn’t have any money. 

Q. You did that? A. I did that, single-handedly. 

Q. Is it your testimony now that the Foundation did 
distribute books while you were working for it? A. Yes, 
we distributed some books. 

Q. And you sold books while you were working for the 
Foundation? A. That is right. 

Q. How much money did you receive from the Carnegie 
Foundation? A. I haven’t the least idea. 
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Q. Would the minute books show it? A. No. 

Q. Where is the record? A. There was never any rec¬ 
ords kept at the Foundation. There were never any rec¬ 
ords kept when I entered the Foundation. They never 
had kept any books of moneys received or moneys put 
out. 

Q. And you didn’t keep any while you were acting as 
a Trustee of the Foundation? A. Yes, I did. 

Q. Where are those records? A. All of the rec- 

39 ords after Mr. Mittell had been dead for two years 
and I had moved everything, it took about a whole 

truck to move it out to a place in Woodhaven, and I was 
coming back to town and I called up Mr. Sothoron and I 
said, “Do I have to haul this junk around some more and 
find storage place for it, or can I burn it up out here be¬ 
fore I come back?” 

He said, “Everything is fixed. You have paid every¬ 
thing. There is nothing to be considered any more. Go 
ahead and burn it up.” 

And I burned everything except this minute book and 
I only kept this so my son would have some record of what 
his father had done. 

Q. Now, acting on Mr. Sothoron’s advice, you burned all 
the records of the Foundation; is that correct? A. They 
weren’t records, really. What they w T ere mostly were 
post cards from people asking about the Foundation, and 
a lot of things like that. There weren’t any vital records. 

Q. Well, now, I believe you told me that you kept rec¬ 
ords? A. That is right. 

Q. Of money received and money spent? A. That is 
right. 

Q. And you burned those records on the advice 

40 of Harold Sothoron? A. Well, I don’t want to in¬ 
criminate Harold Sothoron. 

Q. There is nothing incriminating about it, is there? 
A. If he shouldn’t have told me that I will take the re¬ 
sponsibility. 
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Q. You feel there is something incriminating about it! 
A. I don’t know but you are trying to—I said I asked Mr. 
Sothoron. He said it was fine to do. All right to do. And 
I did it. 

No, I didn’t feel I was doing anything wrong at all. 

Q. You were acting on his advice! A. Well, and my own. 
Mr. Magee: She has answered the question. 

By Mr. Stetson: 

Q. Now, at the time of the sale of the Longfellow Build¬ 
ing Corporation stock, namely, the 933 shares, in January 
of 1943, did you at that time know what the book value of 
those shares was! A. No, sir. 

Q. Did you know what the profit for that calendar year 
of 1942—did you know what the profit in the operations of 
the Longfellow Building Corporation was! A. No, sir. 
Q. Did you know anything about the expenses of the 
Longfellow Building Corporation during the calen- 

41 dar year 1942! A. No, sir. 

Q. Did you know anything about it! A. I prob¬ 
ably knew all those things because I used to see financial 
statements but I mean I didn’t pay an particular attention 
to them because the stock didn’t seem to me to be worth 
anything then just as I don’t think it is worth anything 
now. 

*•**•#***• 

Q. In other words, you didn’t know anything about the 
financial condition of the Longfellow Building Corporation 
at the time of the sale of its stock in 1943! A. I would 
say that I wasn’t too familiar with any financial condition 
of the company. 

Q. What were you familiar with! 

(Pause.) 

You seemed to qualify that answer. In what re- 

42 gard were you familiar with it! A. Well, after Mr. 
Mittell died, the Longfellow Building Corporation 
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had a meeting. Up to that time they had never paid any 
salaries and they knew that Timmy and I had nothing to 
live on so they voted $100.00 a month to all the officers and 
made me an officer so Timmy and I would have something 
to live on. 

I suppose as an officer I saw financial statements but I 
was very much concerned with other problems at that 
time and was not studying the financial structure of the 
Longfellow Building, so I suppose I was exposed to infor¬ 
mation I couldn’t tell you at this point what it meant to 
me or didn’t mean to me or anything about it. 

Q. When did you first become an officer of the Long¬ 
fellow Building Corporation? A. I just told you, right 
after Mr. Mittell died, they had a meeting, and Mr. Mittell 
was President when he died, so they had a meeting and 
elected me Vice President and voted these salaries so 
Timmy and I would have something coming in until we got 
our affairs straightened out and I could go to work, which ! 
I intended to do. 

Q. Can you tell me exactly when that was? A. No, I 
can’t. I guess the Longfellow Building minutes would j 
show it. i 

Q. Now, you mentioned Mr. Highfield coming by 
43 to see you and finding you in rather broken-down 
condition. I mean you said you were crying your 
heart out, I believe were your words. When was that? 

A. I have no idea. Mr. Highfield and Mrs. Highfield, the ! 
whole family, were very, very good, and intimate friends ! 
to me, and helped me through the whole process of my j 
devastation. 

Q. Well, now— A. So I have no idea. He was there all 
the time. Mrs. Highfield was there. I don’t know what i 
day he came. j 

Q. Let’s try to pin it down, then. After Mr. Mittell’s j 
death, you remained in Washington continuously? A. That j 
is right. 

It was some time before January of 1943 but after July ! 
of 1942; is that correct? A. Well, I would think so. It | 
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was after Mr. Mittell died and it was before the stock 
was sold. 

Q. When did he die? A. I think we established it in 
July of 1952. 

Q. 1942, you mean? A. 1942. 

Q. Well, now, it was sometime in that about six months 
period, then that Mr. Highfield came to see you? A. Yes, 
well, yes. 

Q. Well, now, prior to this time that Mr. High- 

44 field would come and see you had you made any 
effort to sell the stock to anybody? A. No, I didn’t 

know that I had any right to sell the stock to anybody. It 
was my understanding that the stock was up on this loan, 
so it wasn’t in my power to sell the stock. 

Q. You never discussed the sale of the stock with any¬ 
body? A. No, I didn’t discuss anything with anybody 
except the four gentlemen that are here, who are mixed 
up in this commotion. 

Q. WTien did you first discuss the sale of this stock 
with Mr. Carraway? A. After Mr. Highfield told me that 
he thought they could,— 

Q. Bail you out? A. —bail me out, if that is what you 
want to call it. I don’t— 

Q. Did you discuss a price with Mr. Carraway? A. I 
don’t remember any prices. All I remember is that I wanted 
to pay the debts, and I wanted enough money to pay the 
debts and Mr. Highfield said he would try and get me 
enough money to pay the debts. 

Q. WHhen did you first discuss it with Mr. Craig? A. That 
I couldn’t tell you because Mr. Craig was located 

45 in St. Louis. 

Q. Did you ever discuss it with Mr. Craig? A. Yes. 
Q. You don’t know when? A. No. 

Q. Was it before the sale? A. Yes. 

Q. In person? A. No. 

Q. How did you discuss it with him? A. On the phone. 
Q. You called Mr. Craig? A. Or Mr. Craig called me. 
I don’t know. 
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Q. Before the sale of this stock? A. Yes, sir. 

Q. How long before? A. I have no idea. 

Q. Well, I mean, was it shortly before the transaction 
went through, or was it several months before the trans¬ 
action went through? We are dealing with a six-month 
period. Can you pin it down in there? A. No, I can’t. 

Q. But you are sure you talked to Mr. Craig over the 
phone about the sale of this stock? A. Yes, sir. 

46 Q. What did you tell him? A. I told him Mr. 
Highfield had offered to buy the stock that was up 

on the loan and help me pay the debts. 

Q. Did you tell him what price Mr. Highfield had 
offered? A. No. 

Q. Yhy not? A. Because I never discussed price. That 
is what I am telling you. 

Q. You didn’t discuss a price with anybody? A. I didn’t 
discuss price. 

Q. With anybody? A. No. 

All I discussed was the size of the debts, that was what. 
Q. I understood you to say that you submitted a list of 
the debts to Mr. Highfield. A. That is right. 

Q. You didn’t discuss the debts with him, did you? A. 
What do you mean, I didn’t discuss the debts with him? 

Q. Did you discuss them beyond submitting that list? 
You gave Mr. Highfield a list of the debts of the Founda¬ 
tion? A. I don’t get your point. What would— 

47 Q. Did you discuss the debts with Mr. Highfield? 
A. Yes, I told him I wanted to pay them. 

Q. Oh. Was there any further discussion beyond that? 
A. I told him I didn’t have to pay them but I wanted to 
pay them. I felt morally obligated to pay them. 

Q. What else did you discuss? A. That is all. That is 
all. 

Q. And that was when Mr. Highfield came to see you in 
your— A. That was one of the times Mr. Highfield came 
to see me. 

*•**•*#•** 
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49 Isn’t that a fact, that you did receive 100 shares 
at that time? A. In January? 

Q. In January? A. I don’t know. I will have to check 
up. 

Q. Will you check, please? A. Yes, I received it in 
February, 1943. 

Q. I see. What date in February, please? 

Q. Februarv 15th, according to the minute book, this is? 
A. That is right. 

Q. of 1943? A. Yes, sir. 

Q. Suppose you read that minute for us? A. 

50 (Reading): “A meeting of the Board of Trustees 
was held at 1213 St. Mathews Court, Northwest, 

Washington, D. C. on the 15th day of February, 1943, at 
10:30 a.m.” 

The Court: Would you read just a little slower and a 
little louder? 

The Witness: Do you want me to start again? 

Mr. Stetson: Would it perhaps be better if the Govern¬ 
ment introduces that minute book in evidence before she 
reads from it, to keep the record straight? 

The Court: Well, if you— 

Mr. Stetson: I would like to offer the minute book in 
evidence. I will first have it marked as Government Ex¬ 
hibit No. 1. 

(The minute book above referred to was thereupon 
marked Government Exhibit No. 1 for identification). 

Mr. Stetson: Is it all right to put a stamp on it, Mr. 
Magee ? 

Mr. Magee: It is quite all right. 

Mr. Stetson: I offer this minute book in evidence. 

The Court: Have you shown it to Mr. Denit? 

Mr. Denit: We have agreed that that may be received 
in evidence. 

The Court: Very well, it is admitted. 


51 (Thereupon the minute book previously marked 
Government Exhibit No. 1 for identification was 

received in evidence). 

• •*•••••## 

Q. Would you read that minute entry of February 15, 
1943, please? 

##**#****• 

52 Q. Isn’t it a fact, Mrs. Mittell, that when you re¬ 
ceived those 100 shares of stock, that you were very 

much surprised? A. Indeed I was. 

Q. Now, isn’t it a fact that Mr. Highfield told 

53 you at the time that he advised you that the Mount 
Vernon Mortgage Corporation would bail you out 

and would pay $33.50 a share for the 883 shares of stock 
that they were purchasing, that he was going to give you 
a hundred shares? A. No, that is not a fact. 

Q. That he was going to— 

Well, what what was he going to do? A. They were 
going to buy the Foundation shares. 

Q. All of them? A. To my knowledge. Do you want 
to know when I found out about the 100 shares? 

Q. Yes. A. You do? 

Q. Yes. A. Well, Mr. Highfield and Mr. Sothoron came 
to my home in St. Mathews Court with a check. 

Q. When? A. I don’t know. The night that we closed 
the deal. 

Q. All right. A. Came with a check for the Foundation 
shares. When Mr. Highfield handed me the check he said, 
“Fannie, you didn’t know it, but Sherman had 98—95—I 
don’t know—shares upon that loan, too, and we have added 
the balance so Timmy will have a hundred shares in his 
father’s building.” 

That is the first I knew that Mr. Mittell had any 

54 shares up on the loan or that I or Timmy or any¬ 
body was going to get any shares out of this deal. 

Q. When was this? A. The night Mr. Highfield and 
Mr. Sothoron brought the check for the Foundation stock. 
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The date I don’t know. They have the check. I suppose 
that is the date of the meeting. 

Q. Of course it was prior to the minute entry you have 
just read, wasn’t it? A. Yes, that was in January. 

Q. Well, in fact that minute entry you just read is a 
falsification of the record, is it not? 

Mr. Magee: If your Honor please, just one moment. I 
object to that, Your Honor. 

The Witness: Not to my knowledge, it isn’t. 

Mr. Magee: It is not a falsification of any records at all. 
The Court: He is putting this as a question. The objec¬ 
tion is overruled. 

The Witness: Not to my knowledge, there is no falsi¬ 
fication of anything. 

Bv Mr. Stetson: 

Q. Now, what was your understanding as to these 100 
shares that you received from Mr. Highfield? Wasn’t it 
your understanding from him that this was a return 

55 of property that belonged to your husband? A. I 
am telling you exactly what he said when he brought 

the check: , 

“You didn’t know it but Sherman had”—97—95—I 
don’t know the number—“shares up on that loan too and 
we have added the”—two, the five—whatever they needed 
“to make it one hundred, so you and Timmy, or Timmy 
will have this hundred shares in his father’s building.” 

Q. So then it was your understanding from what he 
told you that this was going to be a return of shares that 
belonged to your late husband? A. That is right. 

56 Q. Now Mrs. Mittell, I believe this morning you 
testified that when asked directly whether Mr. High¬ 
field and Mr. Sothoron were not your principal advisors 
in the disposition of this stock, I think you denied that 
this morning. Do you wish to change that testimony? A. 
No, I do not. 

! 
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Q. It is still your testimony that Mr. Highfield and Mr. 
Sothoron had no part in advising you concerning the dis¬ 
position of this stock? A. Mr. Highfield and Mr. Sothoron 
acted as my friends, and I think good friends, to go 

57 out and get this stock purchased and give me the 
money to pay the debts. 

Mr. Carraway and Mr. Craig advised me as to the ad¬ 
visability of selling the stock and handling it in that way. 

Q. And when did they advise you? A. After I had the i 
offer. | 

Q. From Mr. Highfield? A. Well, certainly. 

Q. Do you recall an interview in Mr. Magee’s office when j 
you were asked questions by a Special Agent of the Fed- i 
eral Bureau of Investigation, a Mr. Harold Hair? A. Yes, j 
sir. | 

Q. Around January 18th of 1951? A. Yes, sir. 

Q. Do you recall at that time telling Mr. Hair that j 
Harold Sothoron and Bob Highfield were your principal j 
advisors and you relied on their advice concerning the 
disposition of this stock? A. Well, what I meant to indi- j 
cate to Mr. Hair, what I mean to indicate to you, is that 
Mr. Sothoron and Mr. Highfield— j 

Q. Do you recall— A. —were acting as my friends. 

The Court: All he is asking you is whether or not you j 
remember giving that answer in response to that ! 

58 question. That is all he is asking you. Read it. 

By Mr. Stetson: 

Q. Do you recall Mr. — 

The Court: Just a moment. Read the question to her. 

The Reporter (Reading): i 

“Question: Do you recall at that time telling Mr. Hair , 
that Harold Sothoron and Bob Highfield were your prin- j 
cipal advisors and you relied on their advice concerning j 
the dispostion of this stock?” 

The Witness: I remember telling Mr. Hair that Mr.! 
Highfield and Mr. Sothoron advised me on everything I: 


i 

I 


I 
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did from the minute Sherman died until everything was 
cleaned up. 

By Mr. Stetson: 

Q. Right. A. If that includes the stock, why— 

Q. Does it ? A. I say, if that includes the stock, you can, 
they advised me on everything because they were acting as 
my friends at my insistence. I asked them to help me. 

***•*#«*•# 

59 Q. Well, let me ask you this: 

Was that minute of February 15th, 1943, in the 
minute book, at that first session? A. The minute book 
has never been touched since the Foundation closed its 
business. 

Q. No minutes have been added to it? A. No minutes 
have been added. This book has not been touched since we 
closed the doors of the Foundation. 

Q. Now, when you were interviewed by Mr. Hair, didn’t 
you tell him at one time that the minute of February 15, 
1943, which you have read, is not in agreement with what 
actually happened but was prepared by Harold Sothoron 
and presented to you for your signature and that you 
signed it assuming it vras alright? Didn’t you tell Mr. 
Hair that? 

• **#•*••*# 

60 The Witness: If Mr. Hair says I told him that, 
why it is all right with me. I don’t remember two 

years ago what I told Mr. Hair. 

By Mr. Stetson: 

Q. Mr. Hair hasn’t said that. I am asking whether you 
said that, whether you told Mr. Hair that. Did you or did 
you not tell Mr. Hair that? A. I don’t remember. 

61 Q. You could have told him that? A. No, I 
couldn’t have told him that because that isn’t true. 

Mr. Sothoron didn’t hand me any paper and give me— 


Q. Let’s put it this way:— A. —and say, “sign this 
paper,” so I don’t see how I could have told him that, but 
I don’t like to call Mr. Hair—I mean I don’t like to put him 
in a box, but I don’t know" how I could say something that 
was untrue because that isn’t true. Mr. Sothoron never 
handed me any paper and told me to sign it. 

Q. And you are quite sure that he did not prepare that 
minute entry for your signature? A. Mr. Sothoron and I 
prepared everything and did everything hand in hand from 
the time of Mr. Mittell’s death until he died, so I would do 
it legally and honestly. 

Q. So Mr. Sothoron probably did prepare that minute 
entry? A. No, I prepared the minute entry. j 

Q. At his direction? A. I prepared all the minute en¬ 
tries with Mr. Sothoron’s help, so it would be legal and 
honest and decent and right. 

********** 

Q. What help did he give you as to that particular 
entry? A. The same help he gave to all of them, 

62 everything he did for me. 

Q. Did he dictate these and you typed them? A. I 
couldn’t tell you. 

Q. Well, let’s go back now as to just how you two 
wmrked hand in hand on these minute entries. A. I didn’t 
say minute entries. I said we worked hand in hand on ! 
everything that was done from the time Mr. Mittell died. 

Q. Doesn’t that include minute entries? A. I didn’t do 
anything until I checked with Harold to see that it was I 
legal, so if I wrote this minute or wrote any minute I I 
would say to Harold, “Is this legal?” “is this right?” “Is 
this the way it should be?” j 

Q. And on occasion he wrote the minutes and you ap- j 
proved them, too? A. He might have. He might have 
helped me dictate them, yes. 

Q. Helped you dictate them? A. I mean, help me com- j 
pose them. 

Q. Now, when Mr. Highfield handed you the check for | 
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the purchase of the stock, you say Mr. Highfield and Mr. 

Sothoron came to your home and handed you that check; 
is that right? A. That is correct. 

63 Q. And when you received that check you as¬ 
sumed that that was in payment for the 933 shares; 

is that not correct? A. I didn’t even know how many 
shares the Foundation had up on the loan. I just knew < 

the Foundation shares were up on the loan. 

Q. And that is all you knew, is that not correct? A. That 
is all I knew until they came with the check and Mr. High- 
field told me what I have told you. 

Q. Now, when he handed you the check, did he tell you 
how many shares he was purchasing with that check? A. 

No. 

Q. So that check could have been for one share or for 
2,000 shares, as far as you knew; is that correct? A. No, 
because we have a minute and the minute book telling how 
many shares we were purchasing. 

Q. Who prepared that minute ? A. I guess Mr. Sothoron 
and I prepared it. 

Q. In your office or Mr. Sothoron’s office, or where? A. 

It could have been either place. If it was inconvenient 
for him to come to my office, I went to his office. 

Q. Where was your office? A. 1213 St. Mathews Court. 

The home and the office were all tied up together. 

Q. When was the last meeting of the Trustees of 

64 the Foundation? A. May I look at the book? 

Q. Surely. If you can’t remember, you may look 
at the book. 

Can you remember? A. No, I can’t remember one thing. 

Q. Maybe— A. It has been a long time ago and I was 
under such stress and strain. 

Q. You haven’t discussed this case with your lawyer? 

A. Well, very little. 

Q. I see. 

Well, if the book will refresh your memory, tell us when 
the last meeting was? A. Thursday, December 9, 1943. 

Q. Thursday, December 9, 1943? A. That is right. 
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Q. Was the last meeting of the Trustees? A. Yes. 

Q. And who were present at that meeting? A. Robert 
Craig, Carraway and Sessions. 

Q. That is, the “Sessions” refers to you? A. That is 
right. 

Q. Has there been any activity on the part of the Trus¬ 
tees since that last meeting? A. None. 

65 Cross Examination 

By Mr. Denit: 

Q. Would you look at the minute book, please, and read 
to us business transacted at the meeting of the Board of 
Trustees held December 9, 1943? A. Do you want to hear 
the minute? 

Q. All that is recorded. A. (Reading): 

********** 

66 Q. Now, Mrs. Caminita, as a result of that meet¬ 
ing, were you of the opinion that so far as the Foun¬ 
dation was concerned, it was a closed issue? A. Abso¬ 
lutely. 

Q. And that you did not require any formal dissolution ? 
A. I had no idea that I needed such. 

Q. As a matter of fact, did the Foundation have any 
money with which to pay the expenses of a formal disso¬ 
lution? A. I had the money which was given to me. I 
don’t know how much a formal dissolution— 

Q. But it was the purpose of the Trustees to use the 
balance of its money to compensate you for your services 
and to reimburse you for your expenses ? A. That is what 
they decided. 

Q. So that after that was done there would be 

67 nothing left if any expenses were incurred for for¬ 
mal dissolution? A. That is right. 

Q. Do you know from the discussion with your fellow 
Trustees whether they were of the same opinion, namely, 
that no formal dissolution was required, that this meeting 
constituted a termination of the Foundation? 
*••••••••• 






The Witness: We didn’t discuss it. I mean we just 
thought that was the end. That was all. We thought we 
were through. 

###•#*•*•* 

Q. Now, let me show you a check dated January 19, 
1943, drawn by Mount Vernon Mortgage Corporation on 
the City Bank, payable to National Home Library Founda¬ 
tion, and ask you whether you ever saw that before? A. 
Yes, I did, yes, sir 

68 (Thereupon, the check dated January 19, 1943, 
above referred to, was marked Defendant Mount 

Vernon Exhibit No. 1 for identification.) 

#**•*••*## 

Q. Is this the check that Mr. Highfield and Mr. Sothoron 
brought to your home in payment of the shares of stock 
which the Mount Vernon Mortgage Corporation purchased 
from the National Home Library Foundation? A. I 
would say it was, yes, sir. 

Q. And do you know that prior to delivering that check 
the loan of the Foundation from the Mortgage Corporation, 
namely, for $12,000, with interest, was paid? A. It must 
have been because of the difference in—it is about $27,000 
in here so that would make the difference. 
#•••••*•*• 

The Witness: The minute records $27,000 pay- 

69 ment, so that would be the difference. 

Q. Now, you say the minute records the sale. Will 
you refer to the minutes of the meeting of the Foundation 
held January 15,1943, and tell us what business was trans¬ 
acted thereat as shown by the minutes? 

The Court: What is this date? 

Mr. Denit: January 15, 1943. 

The Witness: You want me to read this? 
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Mr. Denit: Yes, ma’m. 

The Witness (Reading): 

*#**•*•#*# 

70 Q. Now, I observed from your reading of the 
minutes that one of the trustees was absent, namely, 

Mr. Craig. Will you tell us, please, whether prior to the 
meeting you discussed with Mr. Craig—don’t tell us what 
you said or what he said—you discussed with Mr. Craig 
the matter of selling these 833 shares to the Mount Vernon 
Mortgage Corporation? A. Yes, sir. 

• ••••••••• 

Q. In response to a question, or a series of questions 
propounded to you by Mr. Stetson, you told the Court 
that whatever records of the Foundation you had were 
destroyed some two years after the disposition of 

71 this stock, and that prior to destroying those records 
you talked to Mr. Sothoron over the telephone about 

it. 

At the time of the destruction of the records, w^ere any 
of the transactions in which the Foundation was a party 
being challenged by either creditors or any other persons? 
A. No, sir. 

Q. And at that time as far as you know had all of the 
contractual obligations of the Foundation been discharged? 
A. Yes, sir. 

Mr. Denit: That is all. 

Cross Examination 
By Mr. Magee: 

Q. Mrs. Caminita, when you made that statement, the 
obligation which was still owed to you, that is, the balance 
on this note of $12,000.00, had not been paid, had it? A. I 
didn’t hear you, Mr. Magee. 

Q. Isn’t it a fact, Mrs. Caminita, that you loaned $12,- 
000.00 to the Mount Vernon Mortgage Corporation—not 
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Mount Vernon but to the National Home Library Founda¬ 
tion? A. Yes, sir. 

Q. Isn’t there a minute which reflects that transaction 
in the minute book? A. Yes. 

Q. Will you look at that minute a moment, please ? 

72 You have turned to a minute dated May 28, 1941, 
which was a meeting of the Board of Trustees, have 

you not, ma’m? A. Yes, sir. 

Q. Now, isn’t it a fact that at that meeting the National 
Home Library Foundation authorized the borrowing from 
you of $12,000.00? A. Yes, sir. 

Q. Now, is that the $12,000.00 that you heretofore de¬ 
scribed to the Court was made available to the corporation 
by your husband? A. Yes, sir. 

Q. Being the $12,000.00 that was paid him at the closing 
of the building—at the closing—. 

Mr. Stetson: Your Honor, I am going to object to the 
leading questions. 

Mr. Magee: You brought the witness on. I can cross ex¬ 
amine her. 

The Court: Well, I will overrule the objection. You may 
ask the question. 

Mr. Magee: I will state it again. 

The Court: All right. 

By Mr. Magee: 

Q. Isn’t it a fact that at this particular meeting the Na¬ 
tional Home Library Foundation’s Board of Trustees au¬ 
thorized the borrowing of $12,000.00 and that that 

73 is the $12,000.00 which your husband used for the 
National Home Foundation Library’s business? A. 

That is right. 

Q. That is the money that was taken to pay whom? 
Judd & Detweiler? 

The Court: Well— 

The Witness: That is right. 

The Court: That $12,000.00 was received by your hus¬ 
band? 


The Witness: That is right. 

The Court: At this date your husband was living, was he 
not? 

The Witness: Yes. 

The Court: Did he give you the $12,000.00 ? 

The Witness: He said when the Foundation repaid it it 
could be mine, yes. 

By Mr. Magee: 

Q. In other words, your husband wanted this $12,000.00 
paid to you which he had advanced? A. That is right. 

Q. And that was the basis it was submitted to the Foun¬ 
dation and the Foundation agreed to repay it? A. That is 
right. 

The Court: Who was present at that meeting? 

74 By Mr. Magee: 

Q. You read the persons. A. Mr. Mittell, Mr. 
Craig and myself. 

Q. Now, except for the credit of $3,350.00 which was 
given in the February meeting of 1943 when the 100 shares 
of stock were transferred to you, has there ever been any 
further payments made on account of that loan to you, 
Mrs. Caminita? A. No, sir. 

Q. So that the balance is outstanding, it has never been 
paid? A. That is right. 

Q. Now, Mrs. Caminita, do you have any familiaritv 
with the original arrangement to transfer the first 667 
shares of stock to the Mount Vernon Mortgage Corporation 
when the building was being planned? A. Do I have any 
what ? 

Q. Do you have any recollection of that event? A. Yes, 
I do. 

Q. Now would you please tell the Court who was acting 
as the legal advisor to you and your husband at that time ? 
A. Justice Brandeis. 

Q. And will you tell us whether or not, involving the 667 
shares, was submitted to him for opinion? A. Yes. 
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75 Q. And will you tell this Court, please, what he 
advised you and your husband to do? A. He said 

it was a perfectly fair arrangement and to go ahead on 
that basis. 

76 Redirect Examination 

By Mr. Stetson: 

Q. When you submitted the list of debts of the Founda¬ 
tion to Mr. Highfield preparatory to his bailing you out, 
did you include in that list of debts any sums of money 
due you? A. I might have, and if I did, I am sure I 
explained to him that that was unimportant to me. 

Q. You say you might have. Do you know whether you 
did or not? A. No, I don’t, but it was very unimportant 
to me whether I was paid or not. 

• •••*•**•• 

Thereupon— 

Sidney Acey Carraway 

was called as a witness by the Government and, being 
first duly sworn, was examined and testified as follows: 

77 Direct Examination 

By Mr. Stetson: 

Q. Would you please state your name and address for 
the record? A. Sidney Acey Carraway. The business 
address is 729 15th Street, Northwest. 

Q. Mr. Carraway, did there come a time when you be¬ 
came a trustee of the National Home Library Foundation? 
A. That is true, sir. 

Q. When? A. Approximately July or perhaps as late 
as August of 1942. 

Q. At whose request did you become such trustee? 
A. Mrs. Caminita, the widow of the late Mr. Mittell. 

Q. And at that time where were you employed? A. I 
was employed in Washington. 
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Q. By whom? A. Working for Basic Refractories, In¬ 
corporated, in Cleveland, Ohio. 

Q. What did your job entail? A. 1 was an expediter. 

Q. Expediter of what, sir? A. Construction materials, 
machinery, equipment necessary for the construction of 
an industrial plant. 

Q. Where? A. In Nevada. 

78 Q. Las Vegas, Nevada? A. Right; that is known 
as Las Vegas. Actually, our quarters are known as 

Pitman, Nevada. 

Q. Did that employment require your traveling around 
the country quite a bit? A. It did, sir. 

Q. And you did, in fact, travel outside of Washington 
on numerous occasions? A. I did. 

Q. In 1942? A. Yes, ’42. 

Q. So you were out of the city a great deal of the time 
in 1942? A. Certainly a part of the time. 

Mr. Magee: May it please the Court, this witness is not 
on cross examination. I think counsel should confine him¬ 
self to odinary examination of this witness. 

Mr. Stetson: Your Honor, this witness has already 
testified that he was an officer, a trustee of one of the 
defendants in this action. I think it is Rule 43 (c) which 
permits examination of an officer of a defendant corpora¬ 
tion or an adverse party to be examined as if he were an 
adverse party himself. I think a reading of Rule 43 (c) 
will permit the use of leading questions. 

The Court: I will overrule the objection to this question. 

79 By Mr. Stetson: 

Q. Between July or August—let’s say between August 
of 1942 and January of 1943—you were out of the city at 
least part of the time; is that correct? A. It is, sir. 

Q. Would you say half of the time? A. No, sir, I 
wouldn’t say half of the time. 

Q. Would you say a great deal of the time? A. Subject 
to interpretation, I assume— 
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Q. Let me put it this way, Mr. Carraway. Did you tell 
Agent Hair it was a great deal of the time? A. That is 
correct, which I told you before. 

• •••*•##•• 

Q. I was just trying to get you to qualify what you told 
Agent Hair of the FBI when he interviewed you. A. Let 
me qualify that, if I may. Sergeant Hair came in at a very 
busy time, unannounced, only by way of saying, I want 
to come over to talk to you. I had no records, no 

80 facts or anything to go on other than that which 
came instantly to mind. It was subject, as I tried 

to make clear every other sentence to Agent Hair, to cor¬ 
rection, to research and to my mind and such records as I 
might be able to obtain which I have got of any con¬ 
sequence. 

Q. When Mrs. Mittell asked you to serve as a trustee 
of the Foundation, what did you tell her? A. I will be glad 
to help in any way that I possibly could. I could not 
devote time to active management of the Foundation’s 
affairs. 

Q. What position did you hold in the Foundation? A. I 
was president of the Foundation. 

Q. And are you still president of the Foundation? 
A. As far as I am concerned, the Foundation was closed 
and went out of business at the last meeting that it held, 
which vras subject to discussion of the minutes previously 
read here this afternoon. There were no other meetings, 
if that is what you -want to know, and I had no other subject 
before me concerning the Foundation following that meet¬ 
ing. 

Q. When did you first hear about that meeting in 
December of ’43? A. Oh, I don’t know, sir. 

The Court: Were you notified of it? 

The Witness: That there would be a meeting, ma’am? 
The Court: Yes. 

81 The Witness: Oh, yes. 
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By Mr. Stetson: 

Q. When you took over as president of the Foundation, 
what did you know about the Foundation at that time? 
A. I knew from frequent visits to the home of the deceased, 
as well as his widow, who had been long, long-time friends 
that they had an awful lot of books and that they were 
trying to make them available at popular prices to people 
who could not afford to buy the classics in bound and 
beautiful volumes, but here was the same information in 
a pocket size pamphlet for a dime or a quarter or what¬ 
ever they could get for it, if anything. Other than 

82 that, I had no knowledge of the working arrange¬ 
ments or how they performed or any other informa¬ 
tion about them. 

Q. WTiat did you learn about the Foundation after you 
took office as president? A. That they had an awful lot 
of books on hand and some debts. 

Q. And that is all you learned? A. Debts and books 
pretty much. 

Q. You didn’t know anything about the assets, did you? 
A. Not before I went in, no, sir. 

Q. When did you first learn of the assets of the Founda¬ 
tion? A. If you can call these books assets. 

Q. I mean, the assets outside the books. You already 
said you knew about the books. I mean other assets. When 
did you first find out that the Foundation had other assets? 
A. I have no idea, sir. I don’t know what dates or any¬ 
thing. This is 10, 11 years ago. 

The Court: You mean you can’t tell us when you knew 
that this Library Foundation was interested in the Long¬ 
fellow Building Corporation? 

The Witness: I would have known that, Your Honor, 
shortly after I went into office. 

By Mr. Stetson: 

Q. But you didn’t know it before? A. Not to my 

83 recollection, sir. If I did, I certainly couldn’t testify 
to it. I have no recollection of any arrangement 
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between them at all. It may have been. I would not say 
at all that I had no hearsay of it or had not heard snatches 
of conversations, but to have knowledge of it, no, sir, I 
did not. 

Q. What part, if any, did you take in making the arrange¬ 
ments for the disposition of the assets of the Foundation 
during 1942, the latter part of ’42 and the first part of ’43? 
When I say, did you take, I mean personally. A. I person¬ 
ally engaged in no direct activity to dispose of assets, which 
to me are books only, to try in one instance to seek an out¬ 
let through what was being organized then, as I think 
it was perhaps, it later turned into USO or something, 
tried to get these books scattered out through there, think¬ 
ing they might fit into their reading rooms, and, I might 
add, with no success. Nobody was interested. There may 
have been, and undoubtedly were, some other approaches 
that I made maybe to the military directly; I wouldn’t 
know who, if I did, but I undoubtedly tried, as they seem 
to have been a likely outlet for these books. 

If you want to know about the Longfellow building 
stock, I knew very little about it other than that the Foun¬ 
dation presumed to have held some stock for some purpose, 
and I don’t recall who or how they got it. They evidently 
had some, and I might have been away at the time to liqui¬ 
date these debts. 

84 Q. When did you find this out? A. Perhaps right 
along, when we first began to liquidate, perhaps 
from time to time along in there. 

Q. Isn’t it a fact, Mr. Carraway, that the first you heard 
about the Longfellow Building stock going by the Founda¬ 
tion was when Mrs. Mittell told you about the offer from 
Mr. Highfield to buy that stock? A. It is possible. I 
couldn’t deny it. If that is a fact, I don’t know. Just too 
many years have gone by to remember precisely. But my 
concern at the time, if you please, was that whatever assets 
were had were to be utilized in payment of those debts 
and get this monstrosity off the hands of this widow and 
that child. I believe I told you that Friday, sir. 
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The Court: Did you ever concern yourself with finding 
out what percentage of the stock of the Longfellow Corpo¬ 
ration this Foundation owned? 

The Witness: Your Honor, I probably did not, for the 
reason I placed no value on the stock. The only one that 
had a dime in it—as far as I could see, was another mis¬ 
take. I pooh-poohed the idea of it being worth very much, 
even to get the debts out, to be truthful. 

The Court: I mean, before you looked into it to find 
out. 

The Witness: Yes, ma’am, because I didn’t think any¬ 
body could be—it certainly couldn’t be worth very much 
when nobody had any money in it except borrowed money. 

85 By Mr. Stetson: 

Q. How did you find out all this? A. By prayerful and 
soulful research, sir, after this lawsuit was commenced, 
w’hich it apparently was placed in a very precarious posi¬ 
tion as to my integrity. 

Q. At the time that the stock was disposed of by the 
Foundation, vou didn’t know how manv shares were owned 
bv the Foundation, nor did you know the value of those 
shares; is that correct? A. I don’t know at the moment, 
sir. I don’t know’ this far away whether I knew what the 
value urns at that time or not. As I say, I w’as concerned 
w’ith being sure. We tried our best to get enough money to 
satisfy the creditors of this corporation. 

Q. Did you take any steps to find out w’hat the value of 
that stock was at that time? A. I can think of nothing 
offhand, no. 

Q. Isn’t it a fact, Mr. Carraw’ay, that the only thing 
you did as president and trustee of the Foundation w r as 
to advise Mrs. Mittell, when she told you about the pur¬ 
chase of the Longfellow’ Building stock, that you said it 
is a godsend, go ahead w’ith the deal, and that was about 
the extent of your advice? A. Perhaps a little more might 
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be said on it in that I did not first think, and I don’t 
S6 have the dollar value in my memory, but I did think 
that it was not enough to satisfv the creditors and 
a little bit more money should be paid for the stock, if it 
was possible to find somebody that would pay it. 

Q. What price did you think was not enough to take 
care of the creditors? A. The original offer that came, as 
I recall it, from the Mt. Vernon people. 

Q. When did this first offer come in? A. I did not know 
the date, sir. 

Q. To whom did it come? A. It came through Mrs. 
Mittell. 

Q. You have been sitting in the court room here and 
heard Mrs. Mittell testify? A. That I have, sir. 

Q. And you have heard her say she never discussed the 
price? A. It is possible. I don’t recall right offhand, but 
I might have. I just don’t recall the instance you have 
reference to, sir. 

Q. I mean when Mrs. Mittell was testifying this morn¬ 
ing, she said she never discussed it. A. My selection of 
words might have been poorly chosen there. I was think¬ 
ing in terms of enough money to meet the debt. 

87 Q. That is all you were thinking of? A. Yes, sir. 

Q. You weren’t thinking about whether it was a 
fair price for the stock? A. No, sir. As I have just 
stated, I couldn’t conceive of anyone except somebody 
that already perhaps had been in the picture that would 
pay anything for the stock. I couldn’t see how it could 
have any value. 

Q. But you didn’t know anything about the stock? A. 
Nothing more than I know the building, I presume, had 
been built on every penny of borrowed money. 

Q. When did you learn that? A. After I became presi¬ 
dent of this Foundation. 

Q. Was that after the consummation of this sale of 
stock? A. No. I must have known that before that time. 

Q. You did? A. I would think so. 
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Q. You are not sure? A. No, sir. It is hard to be sure 
to any appreciable accuracy, in so far as dates are con¬ 
cerned, after this long a time. As far as I was concerned, 
this Foundation was all over back there in that date of ’43, 

7 j 

I believe, January or whatever that date was. There was 
no occasion to remember anything else. 

Q. Now, after the sale of the stock by the Foundation 
to Mt. Vernon, how much money was left over after 

88 payment of the debts of the Foundation? A. I do I 
not recall, sir. I have heard the figure of some I 

$3,000 mentioned here this morning. I don’t know’ without j 
reference to the minute book w’hich was referred to al- i 
ready. j 

Q. Do you know of your owm knowiedge and did you 
know in 1943, January ’43, that the price paid for the j 
stock by Mt. Vernon w’as sufficient to cover all debts of the 
Foundation? A. I believe we w’ere told so. Mr. Craig and j 
I were told so. 

Q. What do you mean, you were told so? A. By Mrs. ! 
Caminita that the debts were—I think there were more i 
debts that w’ere involved there, however, than she recalled. j 
I think there w’ere a good many local debts there that were ! 
of a very pressing nature. I think she mentiond the prin- j 
cipal creditors that were of some time standing, but here j 
were cartage bills coming up every day and labor bills, j 
and I don’t recall w’hat they amounted to but they were j 
considerable at the time, and they were a source of great 
embarrassment to Mrs. Mittell from time to time, as well j 
as to Mr. Craig and I, because w’e though Mrs. Mittell was ! 
able to keep everything under control. 

Q. These cartage bills you w’ere speaking of, did they 
come in after the sale of the stock? A. I don’t know, sir; ! 

I don’t remember. j 

Q. Now, I think you have already said that the j 

89 price finally agreed upon for the sale of the stock j 
w’as sufficient to cover all the debts of the Founda- j 

tion; isn’t that correct? A. Perhaps. But these debts could j 

I 

i 

i 
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have been incurred after the sale of the stock or before, 
but after, certainly, when the books were being disposed of, 
they would be the bills for handling those things, storage, 
cartage, and labor to handle it. 

Q. To whom were you paying storage? A. I have no 
idea, sir. I just know, I just have a recollection of storage 
bills and cartage bills. 

Q. Do you know who submitted those bills? A. No, I 
do not. 

Q. Do you know where the books were stored? A. Oh, 
yes, I know where part of them were stored in Mrs. Cami- 
nita’s building at the time, but there were evidently a 
great many others stored in warehouses, some even in 
New York, if I am not mistaken. I wouldn’t like to say 
that as a fact, however. 

Q. Then you wouldn’t testify to that; is that correct? 
A. I cannot to something I don’t know. 

Mr. Stetson: I have nothing further of this witness at 
this time. 

Cross Examination 
By Mr. Denit: 

Q. Mr. Carrawav, tell us how old you are, please, sir. 

A. I was born in 1907, sir, in September. That will 
90 make me 47 or 8. 

Q. What has been your business experience? A. 
To my embarrassment, somewhat little. 

Q. Will you tell us? A. I am a professional politician 
for most of my lifetime, if that is the question you are 
after, Mr. Denit. 

Q. Have you ever been connected with any political 
party? A. Yes, sir. 

Q. In an official capacity? A. Yes, sir. 

Q. Which one and what capacity? 

Mr. Stetson: Objection, Your Honor; wholly irrelevant. 

Mr. Magee: I think the Court is entitled to the back¬ 
ground of this gentlemen, Your Honor. This involves a 
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transaction which he had. He can put in his college degrees, 
his education, I feel anything, may it please the Court. 

The Court: If you want to tell us about being a politi¬ 
cian, why, go ahead. 

The Witness: Shall I answer the question, Your Honor? 

The Court: Yes. 

The Witness: I came to Washington in 1935 as executive 
secretary of the Young Democratic Clubs of America. I 
served some two years. Then I had a minor position in the 
Department of Agriculture, I believe, for a time; then from 
there to an assignment before the outbreak of war 

91 as an expeditor, or I believe the fancy title for it 
was, liaison officer of the War Production Board, 

which then was known, as I believe, the National Defense 
Advisory Commission, or perhaps even earlier than that 
as the Office of Production Management. I don’t recall 
exactly the continuity of them, but later left the govern¬ 
ment service to aid in the construction of a war plant in 
Nevada. Coming back out of the service, I joined the 
staff of the Democratic National Committee as first assist¬ 
ant to the treasurer, and then as director of finance to the 
Democratic National Committee, which position I held until 
I left there, I believe, in February of 1951, if I am not 
mistaken. 

Q. Since 1951, have you been with Basic Refrac¬ 
tories? A. I have not, sir. I have been in our own busi¬ 
ness, this steel fabrication work in Florida. 

Q. How long had you known Mr. and Mrs. Mittell prior 
to your becoming a trustee of the Foundation? A. I met 
Mrs. Mittell when she was—Mrs. Caminita when she was 
Mrs. Fannie Sessions in August or September of 1935, 
here in Washington. I believe that was my first meeting, 
and my wife and I have been very close friends for all 
those many years. 

Q. It was on account of your friendship with Mr. and 
Mrs. Mittell that you consented to become a trustee 

92 of the Foundation; is that correct? A. That is cor¬ 
rect, sir. 
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Q. As trustee of the Foundation, how much time would 
you say you devoted to its affairs? A. Not very much, 
Mr. Denit, only to attend meetings, to approve or disap¬ 
prove or to help advise and counsel Mrs. Caminita as the 
occasion arose. 

Q. Were you available to her for advice from time to 
time as she requested it? A. Yes, sir. I was never out of 
touch with my office or my home. I might have been out of 
town, but I could never be very far away from the tele¬ 
phone. I was available, I should certainly say, a vast 
majority of the time. I might have been out of town on the 
occasion of some meetings; I don’t recall. 

Q. Was the offer of Mt. Vernon Mortgage Corporation 
to purchase stock held by the Foundation in the Long¬ 
fellow Building Corporation discussed by the trustees at 
other than formal meetings? A. Yes, certainly at informal 
meetings. 

Q. One of your co-trustees was Mr. Robert C. Craig, was 
it not? A. Yes, sir. 

Q. Do you know Mr. Craig to be a man of considerable 
experience in Washington and elsewhere? A. Yes, sir. 

Q. And did you know that Mr. Craig had some 
93 personal knowledge of the manner in which the 
Longfellow Building was caused to be erected? A. 
I learned so after I became a trustee. 

Q. Did you learn from Mr. Craig that he was one of the 
persons who was responsible for having the Longfellow 
Building erected? A. Yes, sir, I learned that from Mr. 
Craig. 

Q. Did you learn from Mr. Craig that the Foundation 
didn’t have five cents of its own money invested in the 
Longfellow Building Corporation? A. I did, sir. 

Q. Did you learn from Mr. Craig that the Longfellow 
Building Corporation had nothing whatever in the way of 
assets except this building which was mortgaged to the 
extent of one million, six hundred— 

Mr. Fruit: I object to this. This is all hearsay. These 
statements are being offered for evidence of what they pur- 


95 


port to say. They are not offered in evidence merely as 
he heard them say them. They are offered as evidence 
that the Longfellow Building Corporation had so much of 
this and so much of that, and obviously it is hearsay for 
that reason. Some of them have already come into evi¬ 
dence. 

Mr. Denit: We are not offering this as substantive evi¬ 
dence of the facts. We are offering it as matters that this 
man learned and considered when he acted upon the 
94 offer and finally accepted the offer to sell this stock. 

The Court: I don’t believe you asked him if he 
acted upon that. Read the question, please, the last ques¬ 
tion. 

Mr. Denit: I couldn’t ask him that, Your Honor, until 
after I asked him whether he had learned these facts. 

The Court: You could have asked him what he acted 
upon. 

Mr. Denit: Of course, some discretion has got to be 
allowed in the manner in which the question is asked. 

(Question read.) ! 

i 

The Court: I wdll sustain the objection to the form of 
the question. 

Mr. Denit: Of course, Your Honor also realizes this is 
cross examination. 

The Court: Yes, but you are asking if he learned it. 

Mr. Denit: From Mr. Craig. 

| 

By Mr. Denit: j 

Q. Well, did you learn the matters about which I have i 
just inquired from Mr. Craig before you, as one of the j 
trustees of this Foundation, voted to accept the offer to i 
sell the stock? j 

Mr. Stetson: Your Honor, I object to that question. It 
is just another way of getting the same thing in the record j 
as Your Honor has already ruled on as not proper. 

The Court: The objection is sustained. 


I 
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By Mr. Denit: 

Q. Mr. Carraway, will you tell us in detail upon 

95 what information and basis you, as one of the 
trustees of this association, voted to sell the shares 

of the Longfellow Building Corporation? A. At the time, 
as I told Mrs. Mittell, now Mrs. Caminita, that I could not 
undertake to participate in the active management of this 
Foundation but that I would, as long as Bob Craig was 
on there, as long as she would take care of the administra¬ 
tive affairs, attempt to use whatever judgment that I had, 
I would make available to her whatever help I could be. 
Now, from time to time I had occasion to visit with Mr. 
Craig. I have talked to him a number of times by long 
distance about the Foundation affairs when he was in St. 

' Louis; I believe he was in St. Louis. He visited back and 
forth to Washington from time to time. We were personal 
friends and had been for sometime, and I learned all I 
knew about the Foundation from Mr. Craig. I knew, of 
course, that the building was put up on borrowed money, 
for the reason I knew that Mr. Craig had something to do 
with the initiating of the construction of the building, as 
I say, after I became the president of this Foundation. I 
know that he tried to give me a fill-in. That is the reason 
I was so very vague in my efforts to be helpful in this 
1 thing before with Agent Hair when he came to see me 
quite sometime back. I don’t remember the date he came. 
I know it is quite sometime, and told him frankly that I 
vmuld have to get out and do a lot of research and 

96 work before I could attempt to answer intelligently. 
I heard no more from Agent Hair. 

So far as I know, most of the information I have. Mrs. 
Mittell w T ould answer my questions I would propound, but 
it would seem that the logical source of information was 
from Mr. Craig, and I based my judgment a great deal 
on the intelligence that I gained from him. 

Mr. Denit: That is all. 
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By Mr. Magee: 

Q. Mr. Carraway, as I understood your question to Mr. 
Stetson’s question, you told him that you had learned that 
here was a building which had been put up entirely by 
borrowed money; is that correct? 

Mr. Stetson: I object to that, Your Honor. 

Mr. Magee: This is cross examination. He told you that. 

Mr. Stetson: I don’t think I ever made any such ques¬ 
tion or any such answer. If Mr. Magee wants to refer to 
the record, I will be glad to have him do that. 

Mr. Magee: Shall we refer to the record, Your Honor? 

The Court: Oh, I don’t think so. 

Read the question, please. 

(Question read.) 

The Court: I will sustain the objection. 

Mr. Magee: Your Honor, may I make my position clear? 
This is cross examination of this witness. 

97 The Court: I realize it is cross examination, but it 
is all hearsay. 

Mr. Magee: Your Honor, it doesn’t make any difference 
whether it is hearsay. It is res gestae. It is what this 
gentlement acted on. He could never know anything about 
the Longfellow Building, Your Honor, except by hearsay. 
If he went to the RFC and he asked them how much is the 
loan, it is purely hearsay, if Your Honor looks at it from 
that point of view. When he talks with a trustee, Mr. Craig, 
who is familiar with it and who is going to vote on it and 
he gets his information that here is a building which has 
nothing in it but borrowed money, that means no equity, 
and now they are criticizing this gentlemen because he 
agreed to sell stock in that building for some $30,000, which 
has no value, as he understood it. I think we have a right, 
as the res gestae that this gentleman acted on, Your Honor, 
to put this material in. He has been accused of making 
a decision by which he deprived a charity of a valuable 
asset. 
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Now, if tlie chairman of the RFC had told him in a con¬ 
versation on the street the building is worthless and he 
believed it, he is entitled to have Your Honor know that. 
This is a mental process. This man had a decision to make. 
Whosoever he consulted he can testify to, Your Honor. If 
he went out and had a real estate man appraise it, it would 
be the purest of hearsay. I submit it is proper. 

98 Mr. Stetson: Your Honor, perhaps we can 
straighten it out by my explaining the cause for the 
objection. We would have no objection to this man testi¬ 
fying as to the workings of his mind, as to what he under¬ 
stood as the basis for his action, but we certainly will not 
permit these questions answers to in any way insinuate 
factual situations. 

Mr. Magee: I frankly don’t follow the objection, Your 
Honor. 

The Court: What he says is that he has no objection 
to your asking this gentleman what he understood. 

Mr. Magee: I will reframe the question. 

By Mr. Magee: 

Q. Didn’t you understand, Mr. Carraway— 

Mr. Stetson: Just ask him whether he understood it. 

By Mr. Magee: 

Q. —prior to the time of your making your decision 
that this building didn’t have a dollar’s equity in it and 
that it had been put up, including the ground, on borrowed 
money one hundred percent? A. That was my under¬ 
standing from Mr. Craig. 

The Court: Well, now, did you undertake to find out 
when this stock was sold what had been paid on the 
building? 

The Witness: Your Honor, to the best of my recollec¬ 
tion— 

The Court: I meant, what had been paid on the building 
since the building was put up. 
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The Witness: I have no recollection of doing any- 

99 thing like that, Your Honor. I merely relied on 

•• my best judgment in the matter of discussions with 

him. 

The Court: I thought you were saying you relied upon 
someone else. So you don’t know what was paid on the 
building in the way of the use of the rents and paying 
the obligations? 

The Witness: I can’t answer all of your questions. I 
► know that as I recall, I should say, that some branch of 

the government had the building under lease or typical 
government lease, as I recall it, at the time a month-to- 
month proposition, and what they were paying I do not 
4 recall. I certainly knew, must have known at the time. 

The Court: So you don’t know what equity, if any, had 
been accumulated in the building or the property? 

The Witness: I did not understand that there was 
any appreciable equity that could have been gained in 
that time. 

* By Mr. Magee: 

Q. As I understood your testimony, you have stated 
that you learned from Mr. Craig that he was one of the 
original persons that aided in putting together this prop¬ 
erty and in procuring the original commitment from the 

* RFC to construct the building? A. I have so testified. 

y Q. And you learned from your position as presi- 

100 dent and trustee that this Foundation at that time 
was considerably in debt, didn’t you? A. I learned 

that very quickly, sir. 

„ Q. And the only assets that you knew of was this stock 

in the Longfellow Building for which they had not paid 
a cent and you also knew— 

Mr. Stetson: Objection, Your Honor. 

The Court: Objection is sustained. 
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By Mr. Magee: 

Q. Didn’t you learn that there hadn’t been a cent paid 
for that stock by the National Home Foundation? A. I 
learned that. 

Q. Then you also knew that the only other asset from 
your information and talk with your other trustees then, 
with Mrs. Caminita, then Mrs. Mittell, were these masses 
of paper books, numbers of them, which were stored in 
various places here and elsewhere; didn’t you know that? 
A. I did, sir. 

Q. And it was your idea that the proper thing to do, 
as I understood your testimony, was to obtain what you 
could for a corporation that was hopelessly insolvent and 
pay what you could on your debts; isn’t that true, sir? 
A. That was the purpose of our labors. 

Q. And in making your decision, sir, I asked you the 
question, did you make it to deprive a charity of 

101 property which should have been used for the benefit 
of some unknown beneficiaries or did you make an 

honest decision when you made your decision? 

• •••*••*•• 

102 A. In my reasoning at the time, if I appear fuzzy, 
it is because I am trying to be honest and to develop 
the facts as they come about. This was no way in my 

103 conception of a debt—these people made this debt. 
Mr. Mittell made these debts. However poor the 

judgment or good the judgment, whatever the motive, he 
evidently made them in good faith. There never was 
anything to my notion to the contrary. He was a good 
friend. There was no question but what my responsibility, 
if everything that I could do would be to perpetuate the 
decent memory of the man, was to see that his debts were 
paid and that the affairs of this so-called Foundation thing 
be moved out of existence, close it up and shed ourselves 
of it by paying these creditors, and if there is anything 
left, to try to do something for that widow and orphan. 
That is the extent of my knowledge of the thing and 
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what stimulated ray judgment in disposing of the assets 
of this corporation to meet these debts. 

Q. As I understand your answer, you are saying that as 
far as you are concerned, you made an honest decision in 
doing what you did in voting to sell this stock; is that 
correct, sir? A. Unquestionably, sir. 

Mr. Magee: That is all I have. 

Mr. Stetson: No further questions. 

Mr. Denit: I have one I overlooked, if the Court please. 

By Mr. Denit: 

Q. For your services to the Foundation, were you 
104 ever paid any compensation? A. Not one penny, sir. 

Q. Or expenses? A. No, sir. 

Mr. Denit: That is all. 

Redirect Examination 
By Mr. Stetson: 

Q. I will have to ask, did you anticipate any remunera¬ 
tion for your services when you took on the job? A. I 
did not, sir. 

The Court: When you went into this, you understood, 
didn’t you, that this Mr. Mittell had been the moving 
spirit in getting this building erected, didn’t you? 

The Witness: Yes, ma’am, to a point; that is, I had 
knowledge—I had no knowledge at the time that the 
Foundation was interested, if that is Your Honor’s 
question. 

The Court: You didn’t know it, you say? 

The Witness: Not the Foundation at the time prior 
to my becoming a part, an officer of the Foundation, I 
did not. I learned, of course, after that, but I did know 
that Mr. Mittell personally—in so far as I knew, it was 
a personal proposition with him. I did not know of any 
connection at that prior to my becoming associated with 
the Foundation that it was a Foundation matter. I didn’t 
know that, if it was. 
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The Court: Before you voted to sell this stock, 

105 did you make any analysis to learn what percentage 
of the stock the Foundation owned? 

The Witness: In all honesty, I could not recall at the 
moment. My concern, as I said before, was to get enough 
money to pay these debts—worried about not being able 
to do it through the stock sale. 

The Court: Did you consult any real estate people to 
ascertain the value of this building in relation to the amount 
of shares owned by the Foundation? 

The Witness: I did not, Your Honor. 

Recross Examination 
By Mr. Magee.: 

Q. As I understood your answers to Her Honor, you 
said (1) that it was your understanding that Mr. Mittell 
personally, as distinguished from this Foundation, was 
one of the original persons that put together the building; 
am I correct? A. I believe so, sir, if I followed your ques¬ 
tion carefully. 

Q. In other words, you understood that in so far as the 
Longfellow Building itself was concerned, that Mr. 

106 Mittell himself, as an individual, had worked and 
sweated in an effort to get that building built, not 

the Library Foundation; isn’t that correct, sir? A. Yes, 
sir. 

Mr. Magee: That is all. 

The Court: Did you learn whether or not there •was 
any connection with that and the Foundation, its desire in 
that respect? 

The Witness: No, ma’am, not from him. 

The Court: Well from anyone. 

The Witness: Later, after I came in the Foundation, 
I learned through Mr. Craig and Mrs. Caminita that he 
had hoped maybe that some day that the Longfellow Build- 
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i 

ing might be of some help to perpetuating his idealism j 
there as exhibited by his work in this Foundation. 

The Court: But you made no independent investigation ! 
with reference to the valuation, the value of the building j 
or its rent returns, nor anything concerning it? 

The Witness: Other than through my associates in the j 
Foundation, to wit, Mr. Craig. j 

i 

• « * « * * « * # • i 

109 Thereupon— j 

i 

i 

Robert T. Highfield 

i 

was called as a witness and, after having been duly sworn, j 
was examined and testified as follows: j 

Direct Examination i 

j 

By Mr. Stetson: 

Q. Would you please state your name and address for j 
the record? A. My name is Robert T. Highfield. 

• • * ♦ * • • # # • • 

j 

110 The Witness: My business address is 1406 M j 
Street, Northwest. My home address is 1830 R j 

Street, Northwest. j 

• • # * * * • * * • i 

Q. What is your occupation, Mr. Highfield? A. I ami 
president of the Mount Vernon Mortgage Corporation. 

Q. How long have you been president of that Corpora-: 
tion? A. Since the winter of 1944, if mv memory is cor-! 
rect. I think it was the winter of 1944. j 

Q. And are you a principal stockholder of Mount Ver-i 
non? A. I am now and have been since September,! 

111 1945. Prior to that I was a very negligible stock-j 
holder. 

Q. Now, do you hold an office in the Longfellow Build-j 
ing Corporation? A. I do. 

Q. And what office do you hold, sir? A. President and 
treasurer. 


I 
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Q. And how Ion" have you been president and treasurer 
of Longfellow Building Corporation? A. I was elected 
treasurer in— 

Q. Well, president and treasurer? A. Well, now, wait 
a minute. They are two separate offices and they weren’t 
combined on different dates. 

Q. Let’s deal with the treasurer. A. Well, I was elected 
treasurer in 1942—1940. 

Q. You were elected as treasurer? A. In 1940, and 
elected president-treasurer—I think it was in August, 
1942, after the death of Mr. Sherman F. Mittell who was 
formerly president. 

Q. And since August of 1942 you have held the office of 
president and treasurer in Longfellow Building Corpora¬ 
tion? A. That is correct. 

Q. And in 1940 you say you were elected treasurer. Is 
that the time when you became a director of the corpora¬ 
tion, the Longfellow Building Corporation? A. I think 
I was elected treasurer on April 2, and director on 
112 the 9th, something like that. It was all in April, 
1940. I don’t remember. Mv memorv is not verv 
accurate as to the exact dates. 

Q. Have you been a director of the Longfellow Building 
Corporation since April of 1940 down to the present time- 
A. Yes, sir. 

Q. Now, did there come a time when you became a 
trustee of the National Home Library Foundation? A. 
Yes, sir. 

Q. When was that, sir? A. That was in April, 1940, 
also. 

Q. April, 1940, you became a trustee of the National 
Home Library Foundation? A. That is correct. I served 
for one year only until the Longfellow Building was com¬ 
pleted, and then resigned without compensation. 

Q. When did you resign as a trustee in the Foundation? 
You said one year. Could you give us about the date? A. 
I think it was .just about 12 months, April, 1941, as I re¬ 
call it. 
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Mr. Denit: Your Honor, I want to remind counsel that 
these facts have been stipulated and appear in the pretrial 
stipulation on page three. It was stipulated between coun¬ 
sel that Mr. Highfield and Mr. Sothoron were never officers 
of the National Home Library Foundation, and they 

113 were members of the board of trustees from April 3, 
1940, to March 19, 1941, on which latter date their 

resignations were accepted. They were not members of the 
board and did not hold any offices in the corporation after 
March 19, 1941. 

The Court: What page is that on? 

Mr. Denit: Page three, Your Honor, under the designa¬ 
tion, “B, Facts, One.” 

i 

By Mr. Stetson: j 

i 

Q. Now, what were your duties as a trustee of the Na¬ 
tional Home Library Foundation during that year that you 
served as such? A. My duty as trustee of the National 
Home Library Foundation, as I conceived it to be, and my j 
associates conceived it to be and wanted it to be, was to j 
safeguard the interests of the Mount Vernon Mortgage j 
Corporation in respect to the stock in the Longfellow Build¬ 
ing Corporation owned by the National Home Library 
Foundation, so that no adverse action could be taken by 
the National Home Library Foundation as such until the [ 
obligation of the Mount Vernon Mortgage Corporation in 
connection with the construction and guarantee of the Long- : 
fellow Building Corporation was fulfilled. And when it j 
was fulfilled and discharged, I resigned as a trustee. 

Q. And when was that obligation discharged? A. It was ! 
discharged when the building was completed on February i 
3, 1941, and all the bills against the company, the j 

114 building, were paid. We entered into a very important j 
and large undertaking and we had to use every pru- j 

dent safeguard to protect ourselves. 

Q. What were your duties as an officer and director of 
the Longfellow Building Corporation? Start from the time 
you first became an officer in 1940 and trace just what you 



have done since that time as an officer of Longfellow Build¬ 
ing Corporation. A. I fulfilled the usual duties of my desig¬ 
nated office as applied to any other like corporation. 

Q. No. Go into a little more detail, please, sir. A. Well, 
what is a treasurer supposed to do? He is supposed to 
sign the checks, and have custody of stock books. 

Q. Now, you signed checks? A. Yes. 

Q. How many checks did you sign? A. How can I an¬ 
swer that now? I didn’t bring that information with me. 
I suppose I signed as many as necessary. 

Q. Well, could you give us a rough idea how many? A. 
That is a preposterous question—out of thin air—I didn’t 
come prepared to answer that. 

Q. Could you give us an idea of how many checks you 
would sign in a year, I mean? A. I could not. 

Q. Well, besides signing checks what else did you 
115 mention, sir? A. I did nothing else and I received 
no compensation for it, and I had other duties run¬ 
ning the Mount Vernon Mortgage Corporation. I was there 
in a protective capacity for and on behalf of the Mount 
Vernon Mortgage Corporation. 

Q. You were speaking about your duties in the Long¬ 
fellow Building Corporation. A. I am .-just explaining it. 

Q. That was all you did was to sign checks? A. And 
attend meetings, yes. 

Q. And attend meetings? A. Yes. 

Q. How many meetings did you attend? A. I cannot 
answer that. The records would show it if you want to 
subpoena the records. The records will show it. 

Q. Can you give us an idea of how many meetings? A. 
I cannot offhand, no. I am wholly unprepared to answer 
that question. I didn’t even contemplate it. 

Q. Well, perhaps it will refresh your memory if I ask 
did you have monthly meetings? A. Possibly. We may 
have had daily meetings, weekly meetings—I don’t recall. 
We had all the meetings that were necessary to transact 
the business. 
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116 By Mr. Stetson: 

Q. Mr. Highfield, what was the purpose of the National 
Home Library Foundation, as you understood it? A. I 
never had a very clear understanding of it. I didn’t go into 
it. 

Q. To what extent of your understanding what was the 
purpose of it? 

*•***••*•• 

117 The Witness: The National Home Library Foun¬ 
dation was something that was presented to me sub¬ 
sequent to our initial negotiations in connection with the 
guarantee for the erection of the Longfellow Building. I 
had never heard of the National Home Library Founda¬ 
tion. It appeared out of thin air. What it was or what it 
wanted to do, I was not concerned with. I didn’t know* 
anything about it. I was concerned with the Longfellow 
Building Corporation as such. 

• •#••••*•• 

Q. What salary did you receive as an officer of the Long¬ 
fellow Building Corporation from the time you first took 
office down to the present day? 

118 Mr. Denit: We join in the objection. 

119 The Court: The Objection is overruled. You may 
answer. 

The Witness: I can’t answer that in detail without ref¬ 
erence to notes. I don’t know. 

By Mr. Stetson: 

Q. You may refer to notes. A. I can say that I received 
no salary of any kind or description or compensation from 
the date of its inception except $10,000 for my services in 
connection with the erection of the building and my nego¬ 
tiations with the R.F.C. for the financing of the secondary 
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financing. From that time on I received nothing and no 
one else received anvthing until after Mr. Mittel’s death. 
He died on July 16, 1042, I believe, and beginning on Au¬ 
gust 1, 1942, it was the desire of everybody to provide 
Mrs. Mittell with some means of livelihood, which she 
lacked completely at that time. 

So the directors of the Longfellow Building Corporation 
had a meeting and we couldn’t with the approval of the 
R.F.C. just single out Mrs. Mittell. We had to apply a 
rule of reason to the payment of salaries that would be 
acceptable not only to the R.F.C. but also to the Mount 
Vernon Mortgage Corporation. 

So the only amount that was available was $6,500, so 
they voted me $1,500; they voted Mr. Sothoron $1,500; 
they voted Mrs. Mittell $1,500; they voted Mr. Winn, the 
secretary, $1,500; and they voted Mr. Koss $500. 
120 That arrangement continued without interruption 
until about the same time in 1947. 

Now, it is my opinion—I have no right to express it— 
I don’t think you have any right to ask me what my salary 
was. 

Q. The Court has ruled on that. Please answer it. A. 
I will answer it. Miss Smith, will you bring me my notes. 
Is that permissible? 

Mr. Magee: Your Honor, in view of the fact he brought 
it down to 1947—Your Honor knows these witnesses have 
salaries and I can’t see that is proper to be brought into 
this case, Your Honor. 

The Court: Mr. Magee, The Court has already ruled on 
the question. 

Mr. Magee: I wanted to make clear my objection. 

The Court: You have made it clear. 

By Mr. Stetson: 

Q. You can’t remember of your own recollection? A. 
No, I can’t because there was a variance in them. I can’t 
do it. I made notations of it. 
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In 1943 I received $1,375. 

1944, $1,500. 

1945, $1,500. 

1946, $21,500. 

Q. $21,500 in 1946? A. Yes. 1947, $30,000. 

1948, $30,000. 

121 1949, $30,000. 

1950, $21,660.50. 

1951, $21,999.96. 

1952, $22,000. 

1953, $22,000. 

Q. Now, these salaries that you have just read are the 
salaries that you received as an officer of the Longfellow 
Building Corporation; is that correct, sir? A. That is 
correct. 

Q. Mr. Highfield, directing your attention to the sum¬ 
mer of 1942 immediately following Mr. Mittell’s death, 
did you have some conversation with Mrs. Mittell concern¬ 
ing the purchase of Longfellow Building Corporation stock 
owned by the Foundation to be purchased by Mount Ver¬ 
non Mortgage Company? A. I had a conversation but it 
wasn’t in the summer of 1942. It was between Christmas 
and New Year. 

Q. Between— A. Between Christmas and New Year, 
1942. 

Q. That would be New Year, 1943? A. I mean Christ¬ 
mas of 1942 and New Year’s Day, 1943. I think it was two 
or three days after Christmas. 

Q. And that was the first conversation you had with 
Mrs. Mittell concerning such a purchase of stock? • A. The 
first conversation. 

122 Q. Tell us, if you will, the circumstances sur¬ 
rounding that conversation? A. Well, if I recall it, 

Mrs. Mittell’s son had a birthday around that time. I 
don’t recall the exact date but I think that she invited Mrs. 
Highfield and myself over there to dinner; that is my recol¬ 
lection. I verified this now with my wife. And when we 
arrived, there was evidence of the Christmas spirit with 
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the decorations—I don’t know—a small child a year old— 
and she was in a very distraught condition. 

Q. Was she crying, sir? A. My recollection is that she 
was. She hadn’t been well and she said, “I don’t know 
what I am going to do.” She said, “I am not able to con¬ 
tinue the Foundation. We have no monev. We have a lot 
of books that I can’t sell. I tried every direction. My asso¬ 
ciates—mv co-trustees have tried to sell the books. Thev 
•» •> 

are not able to undertake the operation of the Foundation. 
They are otherwise occupied. I can find nobody to do it. 
Even if I could find somebody to do it, there is no prospect 
of earnings out of the Foundation. Just what am I going 
to do?” 

She said, “We are overwhelmed with debt.” And she 
said, “It is a sad commentary of the memory of Sherman 
that this Foundation has to go down in ignominy as a re¬ 
sult of our inability to realize on our assets and liquidate 
the debts.” 

123 And she asked, “What can I do?” I said “I don’t 
know.” She said, “What can you do to help me?” 

I said, “I don’t know. I will tell you one thing, Fannie. 
I am sure the Mount Vernon Company will not be agree¬ 
able to loaning you any more money on the stock because 
we now have no prospect of having the money paid by 
your own statement. You have no money. You have no 
prospect of money.” 

“Well,” she said, “don’t you think you could convince 
your board of directors to purchase that stock?” I said, 
“Fannie, I don’t know.” I said, “You know we have al¬ 
ways been very sympathetic toward you. You know what 
we have done. Everybody has been friendly now not only 
because of you but because of the memory of Sherman. I 
shall go back to my board of directors and discuss the 
matter with them.” 

Does that answer your question? 

Q. Do you recall your asking her to give you a list of 
the debts of the Foundation at that time? A. I do. Yes, 
she did. I made no record of it. I made it in my head. She 
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also told me and I can recall those debts. I think it was 
either $3,000 or $3,500 to Frank Jelleff; $11,000 or $12,000 
to a firm in Philadelphia, a publishing firm. j 

Q. Is that the Wolff firm? A. The Wolff firm, that is 
right. 

124 Q. In New York? A. Well, New York. 

And $12,000 to the Mount Vernon Company. And 
she said that she considered those things obligations that 
should be paid, but that she also had a claim against the 
Foundation for wages for services rendered for which she 
hadn’t been paid in addition to rent which she had never j 
been paid for and some other incidental things that j 
amounted to several thousand dollars which she was at | 
that time unwilling to consider as one of the necessities to : 
be paid. j 

Q. You mean one of the debts to be paid? A. One of j 
the necessitous debts to be paid. 

Q. She did consider it that, sir? A. She certainly did. 

Q. Did you hear Mrs. Mittell deny that she considered 
it a debt? A. Listen, memories are faulty. That is my I 
recollection. j 

Q. All right, sir. A. It has been a long time ago. How | 
long has it been? It is over 10 years ago. That is my ! 
recollection of it. You asked me what happened. I am telling ! 
you within my own memory. 

Q. Well, then, what did you do, having received that j 
information from Mrs. Mittell? A. At that time the board j 
of directors of the Mount Vernon Corporation met j 

125 practically every day. They were all there together, j 
So naturally I went back and discussed it with them j 

and told them what the proposition was. Well, Mr. Soth- 
oron and Doctor Koss were opposed to the idea. They ob- 1 
jected to it strenuously both on increasing the loan and I 
any idea of buying the stock, because they considered the 
stock valueless. And in addition to that the Mount Ver- 1 
non Mortgage Corporation, being the outgrowth of a j 
closed bank, did not have the liquid funds to buy any stock. ! 
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So Mr. Davidson, who knew Mr. Mittell very well and 
who was president of the corporation and was the original 
sponsor of our participation in the building, said. “Hold 
on, boys. Let’s don’t be so harsh. Mittell was a good fellow. 
He was a part of this organization. We have always been 
friends. Now, let’s put our heads together and see what 
we can do to help him out and terminate the Foundation 
honorably.” 

So we all figured it out. We figured the most we could 
spend would be $25,000. That is all we could risk. And we 
all were agreed that as far as the stock was concerned it had 
no immediate market value, intrinsic value, or prospective 
value. It "was absolutely without hope of income for thir¬ 
teen and a half years and would be, at the minute we 
bought it, a frozen asset for that period in the absence of 
some unforeseen happening. 

Q. What do you mean by an unforeseen happening? A. 
An unforeseen happening? 

126 Q. Do you mean for instance the refinancing of 
the R.F.C. loan? A. Yes, due to a change in eco¬ 
nomic conditions because in 1943 the United States was 
in a precarious state. We were losing the war. Risk money 
was in flight. The New^ York Stock Exchange had declined 
30 percent from 1940 to 1942. People were jittery. Risk 
money was not available anywhere. The refinancing was 
impossible. And not only that but the ownership of the 
Mount Vernon Mortgage Corporation was controlled by 
the International Association of Machinists. 

Q. When did that control end, sir? A. It ended on 
September 11, 1945. 

Q. How did it end? A. It ended by the purchase of the 
stock at their solicitation, the Machinists’ solicitation, by 
Highfield, Koss, and Sothoron. 

Q. How much did you pay for that stock? 

Mr. Denit: We object to that. 

The Court: What is the ground of the objection? 

Mr. Denit: It can’t have any relevancy, if the Court 
please, to the issues involved in this case. If we are going 
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to be confronted with the necessity of trying every trans¬ 
action in which Mount Vernon engaged from 1940 to 1954, 
it makes this whole proceeding preposterous. We are con¬ 
cerned only w'ith whether or not—and I can say it 

127 with the most complete candor and frankness—we 
are concerned only with whether or not in 1940 and 

in 1943, or either of those years, stock which the Mount 
Vernon Mortgage Company acquired was acquired wrong¬ 
fully and as a result of imposition of fraud upon the Na¬ 
tional Home Library Foundation. 

Now, wdiat transpired after that has absolutely nothing 
to do with nor does it shed any light upon whether or not 
either of those transactions w’as perpetrated by or made 
by fraud. 

Now, the only purpose, the only possible purpose that 
counsel can have in mind in continuing to inject this kind 
of thing into this case is to prejudice the mind of the 
Court and to mislead the Court from the real path that 
should be followed, namely, wdiat w~as the right or wrong 
of these two transactions. 

I object to the question. 

Mr. Stetson: Your Honor, this objection is really rather 
surprising inasmuch as Mr. Denit referred to the very 
transaction I am inquiring about in his opening statement. 

The Court: It is my recollection that either Mr. Denit 
or Mr. Magee claimed that some of these parties had 
changed their positions and that wmuld have a bearing on 
this. Did you make it? I believe it was Mr. Denit. 

Mr. Magee: Mr. Denit made it and I made it, Your Honor. 
The claim was made that there had been a change of posi¬ 
tion. Frankly, I don’t see that that is any concern to the 
Government’s case. What is the Government going 

128 into it for? What is your purpose? What do you 
propose to prove by this? We propose as a matter of 

defense to bring these matters in. We are concerned with 
the Government’s case, Your Honor. 

They are trying to show an alleged fraud which took 
place in 1940 and 1943. This is a stock transaction not in 
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the Longfellow Building Corporation that these gentlemen 
are talking about, but this is a transfer of control of the 
labor union to certain individuals in the mortgage corpo¬ 
ration. 

The Court: Is this not the change that you referred to 
in your opening statement? 

Mr. Magee: Yes, Your Honor, but it doesn’t make it ad¬ 
missible in evidence as part of the Government’s case. De¬ 
fense matters are not matters to be presented as part of 
the Government’s case. 

The Court: The objection is overruled. Will you read 
the question. 

(Pending question was read by the reporter.) 

The Witness: We paid $135,000 for it. 

By Mr. Stetson: 

Q. That is you and Mr. Sothoron and Doctor Koss? A. 
And Doctor Koss, yes. 

Q. How much did you pay, yourself? A. I paid 51 per¬ 
cent of that. 

Q. Isn’t it a fact that you were sued in District Court 
for not paying a sufficient price for the stock to the 
129 Mount Vernon Corporation from the Machinists’ 
Union, and in the settlement of that suit you and 
Mr. Sothoron and Doctor Koss put out $75,000 to settle it? 

Mr. Denit: We object to that. 

The Court: What is the objection? 

Mr. Denit: The objection to that, if the Court please, 
is we are trying Civil Action No. 4088-51. We are not try¬ 
ing a suit between the Machinists and Highfield, Sothoron, 
and Koss. That is a matter of history and was disposed 
of six years ago. And I say again that the only purpose 
that counsel can have in asking that question and in at¬ 
tempting to inject that case into this one is to create prej¬ 
udice against these defendants on an improper and irrele¬ 
vant matter. 
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If we are going to inquire into every transaction in which 
these gentlemen have engaged since 1940, then we should 
ask Your Honor to continue this case in order that we 
may prepare to retry those issues, it being the disposition 
of the Court to admit evidence of that kind. 

But we are not prepared to retry or to inquire into nor 
to present all of the testimony with respect to these trans¬ 
actions which have nothing whatever to do with whether 
in 1940 an adequate price was paid and whether in 1943 
there was an adequate consideration for the transfer of 
these two blocs of stock. 

Mr. Stetson: Your Honor, I will connect up this 

130 last question with a following question to make it 
very relevant to the present proceeding. 

I would also like to state—I think Your Honor is per¬ 
haps much more aware of this than I am—that in proof 
of fraud it is of oftentimes necessary to rely on what 
happens after the fraud took place in order for the Court 
to see the fraud at the time it took place. I think it is very 
relevant to show the personal gain, the personal interest, 
that these witnesses, these defendants, had in the trans¬ 
actions here in question. 

I think that the personal interest of this particular de¬ 
fendant in the acquisition of the stock by the Mount Ver¬ 
non Mortgage Company, as shown by his later manipula¬ 
tions, will appear to the Court to be most obvious as soon 
as the witness has finished his testimony. 

I say again to Your Honor that I will connect this up by 
a following question. I make a proffer of proof to show 
that this suit that I referred to in my last question in¬ 
volved the very issues in this case. 

Mr. Denit: If there is res ipsa loquitur it is one thing, 
but you get into the res inter alios acta as counsel has 
succeeded in doing so often up to this point, it can do 
nothing more than confuse rather than enlighten us upon 
the issue involved. 

The testimony thus far from this witness is that 

131 in 1943 he had a nominal interest only in the Mount 
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Vernon Mortgage Corporation and that the Mount 
Vernon Mortgage Corporation was owned by the Inter¬ 
national Association of Machinists. So that his interest 
at that time by the testimony, uncontradicted so far, was 
a nominal interest only. 

Now, after four years he, by his own efforts, is able 
to acquire a substantial interest in the Mount Vernon 
Mortgage Corporation. That can only be introduced in 
evidence here for the purpose of prejudicing him in the 
mind of the Court and supplying an unconnected link in the 
bare assertion that these gentlemen began in 1940 to siphon 
the assets of the Foundation away from it and into the 
Mount Vernon Mortgage Corporation. 

We submit, if the Court please, that there isn’t the 
slightest basis by any stretch of the imagination under the 
rules of evidence that justifies this testimony and so we 
object to the question. 

• •#••••*•• 

Mr. Magee: May I join in the objection which has just 
been stated by counsel for the other defendants, Your 
Honor? 

The Court: Certainly. The objection is overruled. 

The Witness: May I answer? 

132 The Court: Yes. Will you read the question to 
the witness or do you understand it all right? 

The Witness: I would prefer to have it read. I have 
forgotten. 

Mr. Denit: We make the further objection, and I want 
the Court to consider it before the ruling is final, that 
whatever was asserted in a law suit is a matter of record 
and the record is the best evidence of the assertion; it is 
not the recollection of witnesses. 

The Court: The objection is overruled. 

(Pending question was read by the reporter.) 

The Witness: The answer is yes and the suit is a matter 
of record and is of public knowledge. But I don’t think 
you are fair in trying to convince the Court that because 
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of that suit that I am branded as a fraud, because the 
suit never came to a conclusion. It was compromised for 
reasons well known to you and also to our lawyers. 

The Court: Now, Mr. Highfield, as to this $135,000, is 
this $75,000 in addition to that? 

The Witness: No, that is part of it. It was $60,000 
originally. 

By Mr. Stetson: 

Q. Now t , wasn’t the claim of the Machinists’ Union in 
bringing that suit that you had misrepresented the value 
of the Mount Vernon stock by listing the Longfellow 
133 Building Corporation stock among the assets of the 
Mount Vernon Company at cost rather than at its 
true value? 

Mr. Denit: We object to that on the grounds previously 
stated w’ith reference to the other question, and on the 
additional ground that what the content of the claim is, 
the best evidence of that is the claim itself. And w’e ought 
not to be constantly required to rely upon evidence in the 
recollection of witnesses when there are available the 
written records which show what the real claim was. 

Mr. Magee: May I add a little something to that objec¬ 
tion, Your Honor? Am I speaking loud enough so Your 
Honor can hear me? 

The Court: Yes. 

Mr. Magee: May it please the Court, Your Honor is 
familiar with the principle of law that even charges in a 
criminal case are not admissible in another case. If the 
Government desires in this case to use allegations, you 
can’t do it by just reading the charges of a civil action. 
It is generally held that allegations and complaints w’hich 
have not been found against the parties involved, so that 
they are res judicata, are not admissible in another case. 
I object on that ground. 

Mr. Stetson: Your Honor, I think it has already been 
brought out that that suit w r as compromised. This really 
goes to not wdiat the pleading said, which is of no 
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134 importance when the suit has been compromised 
and dismissed, but it goes to what Mr. Highfield 

understood what is the claim and his understanding as to 
the basis for the compromise. 

The Court: Well, now, you didn’t ask him about his 
understanding of the basis for it. You asked him what 
the claim was. 

Mr. Stetson: Well, Your Honor, I think that it is rele¬ 
vant, particularly. 

The Court: I will sustain the objection to the form of 
the question. 

Mr. Stetson: Your Honor, may I ask if perhaps the 
witness could answer the question as originally asked 
without reference to my statement to the Court concerning 
the understanding. 

The Court: It is not clear to me now what question it is. 

Mr. Stetson: Perhaps I had better rephrase the ques¬ 
tion, Your Honor. 

By Mr. Stetson: 

Q. Mr. Highfield, when you and your colleagues pur¬ 
chased the Mount Vernon stock from the Machinists’ 
Union, is it not a fact that you represented to the Machin¬ 
ists’ Union that among the assets of the Mount Vernon 
Company was the Longfellow Building Corporation stock 
and that that stock was listed among the assets of Mount 
Vernon at cost? 

Mr. Magee: May we understand that our objection goes 
to this type of question as being completely irrele- 

135 vant and incompetent and immaterial to the state¬ 
ments given to Your Honor. 

Mr. Denit: I would like to have it read. 

The Court: Had you completed the question? 

Mr. Stetson: Yes, Your Honor. 

Mr. Denit: I lost the question completely. May the 
reporter read it? 

The Court: Yes. 

(Pending question was read by the reporter.) 


119 


Mr. Denit: We object to the question. 

The Court: The objection is overruled. 

The Witness: My answer to that is that at that time 
the International Association of Machinists had its own 
general secretary-treasurer, its chief finance officer, as a 
member of our board of directors. 

Mr. Stetson: It is unresponsive— 

Mr. Magee: It is responsive because— 

The Witness: It is because I have to give an ex¬ 
planation— 

The Court: Just a moment. Read the question and 
read the answer thus far, Mr. Reporter. 

(Question and answer referred to were read by Re¬ 
porter.) 

The Court: Now, did you answer the question? 

The Witness: I made no representations of any kind 
except the fact as to the status of the books, which 
136 of course reflected the cost. I made no representa¬ 
tions of value. The Machinists knew the value of 
the building. They had been up in it many times and 
looked at it personally. They recently bought a piece of 
property one block away from it. That is how much 
they wanted it. They didn’t consider it of any more 
value because they would have bought it had they thought 
so. And if I had made any representation, I would have 
said it wasn’t worth much more than its book value at that 
time, which was a matter of fact. 

By Mr. Stetson: 

Q. WTiat was the book value at that time, sir? A. I 
can tell you in a minute if you will let me refer to my 
notes. 

The Court: You may refer to your notes. 

The Witness: May I have those, Miss Smith? 

I don’t have it. I didn’t anticipate any questions in 1945. 
I don’t have that. I can get it if you require it. It is 
available. I didn’t bring that with me. 
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By Mr. Stetson: 

Q. Well, what I am driving at, Mr. Highfield, is the fact 
that instead of listing among the assets of Mount Vernon 
the Longfellow Building stock and its book value, you 
listed it at cost; did you not? A. The Mount Vernon 
Mortgage Corporation stock never was worth more than 
it cost us. It never was worth as much and I can 

137 prove that at a later period in this investigation. 
The cost exceeded its real value. 

Q. Now, will you answer my question, sir? A. Yes, sir, 
what is the question? 

(Pending question was read by the reporter.) 

The Witness: And that was the proper treatment of the 
matter from a financial standpoint. It was very accurate 
and very prudent and very proper. 

By Mr. Stetson: 

Q. The answer is yes to that question? A. The answer 
is yes. 

Q. Thank you.. 

Mr. Magee: Your Honor, I don’t want to be objecting 
to each one of these questions as they are made. They 
are in the category of the first question. May it be under¬ 
stood that I have an objection to this line of questioning 
to this transaction, which is later than our period of time? 
The Court: Yes. 

i 

Mr. Denit: May we join in that? 

The Court: Certainly. 

By Mr. Stetson: 

Q. Do you know Mr. Sidney Acey Carrawav? A. Yes, 
Ido. 

138 Q. Do you know Mr. Robert Craig? A. Yes, I do. 
Q. When did you first meet those gentlemen? 

A. I met those gentlemen sometime after the completion 
of the Longfellow Building. 
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Q. Did you have any conversation with Mr. Carraway 
concerning the purchase of the Longfellow Building Cor¬ 
poration stock from the Foundation? A. No, I did not. ! 

Q. Did you have any conversation wdth Mr. Craig con- 1 
cerning that purchase? A. I did. 

Q. When? A. It was after the first of January, 1943 j 
and before January 19—somewhere in between—ten days i 
before, I guess—after the holiday. 

Q. Where did that conversation take place, sir? A. It j 
took place over the telephone. Mr. Craig called me from j 
St. Louis vrhere he was stationed. His agency had been j 
in the Longfellow Building, but having been decentralized j 
he was in St. Louis -with the R.E.A. That agency was 
formerly located in the Longfellow Building. The building ! 
w T as built for that agency. He called me on the telephone ! 
about three times. 

Q. Three times inside of a week? A. Yes. 

139 Q. Now, when did your board of directors decide ! 

to purchase this stock at $33.50 a share? A. They ! 
talked about it continuously from the first business day | 
after January 1 and up until January 15. j 

Q. You didn’t decide it at that first meeting when Mr. | 
Davison, your president, told you? A. No. He told us to j 

i 

put our heads together and see what w*e could do. 

Q. So when did you say you decided finally? A. On l 
January 15, 1943. 

Q. Now, did you ever discuss the price to be paid forj 
this stock with Mrs. Mittell? A. Yes, I did. 

Q. When? A. Sometime during that period. And as a; 
result of my telling her that, she communicated with Mr. j 
Craig and he called me on the telephone. That is why he ; 
called me. 

Q. Now, on the 19th of January, 1943, you went to Mrs.! 
Mittell’s home; did you not? A. Her recollection and mine! 
are different on that score, but I think it is inconsequential.! 

In any event the Mount Vernon Mortgage Corporation 
issued a check for the purchase of 833 shares of Long-j 
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fellow Building stock at $30 a share—I mean at $33.50 
per share, payable to the National Home Library Founda¬ 
tion, from which was deducted the amount of the 

140 then present indebtedness of $12,000 with interest 
through January 19, and also the transfer tax on 

the stock was deducted. That check was offered in evidence, 
as you know. 

Q. Well, give us the circumstances of how that check was 
delivered, sir. A. I can’t recall. I know that it w*as 
delivered because the endorsement on the back shows it 
was delivered and deposited in the bank. And we have a 
receipt for the 933 shares of stock, signed by the National 
Home Library Foundation. 

Q. And you don’t recall the visit that you and Mr. 
Sothoron allegedly made to Mrs. Mittell’s home with that 
check? A. No, I do not. I don’t deny it but I don’t 
recall it. 

Q. Mr. Highfield, in January, 1943, just prior to this 
transfer of the shares here in question, in whose name 
were the shares, the 933 shares listed on the stock record 
book of the Longfellow Building Corporation? A. 94 
shares were listed in the name of Sherman F. Mittell. 

Q. Weren’t they endorsed? A. They were in negotiable 
form and he pledged them personally with the difference 
of—how many would that be—94 from 933— 

Q. They were endorsed in blank by Mr. Mittell? A. No. 
They had a stock card attached to them. They had stock 
powers attached. 

141 Q. WJio was the attorney under the stock power? 
A. They were signed in blank. 

Q. They were signed in blank? A. Yes. 

Q. WTiat were those stocks being held by the Mount 
Vernon Mortgage Company for? A. As security for a 
loan of $12,000 to the National Home Library Foundation 
dated January 15, 1942, payable one year after date. 

Q. And if it had been necessary to look to the security 
for payment of the debt you would have proceeded on the 


123 


94 shares as well as the balance of the 933; is that not 
correct, sir? A. Unquestionably correct. 

Q. You are quite sure, Mr. Highfield, that the stock 
book of the Longfellow Building Corporation carried those 
94 shares in the name of Mittell; is that correct, sir? A. 
I say that unequivocally. 

Q. Now, do you have the stock transfer book of the 
Longfellow Building Corporation with you today, sir? A. 
I think we do, yes. Yes, we do. 

Q. Would you produce it please? A. Yes, there it is. 
They must have been among the original issues, I imagine. 

Mr. Stetson: Will you kindly mark these as Govern¬ 
ment’s Exhibits Nos. 2-A and 2-B for identification? 

142 (Thereupon, the documents referred to, Stock 
Transfer Books, were marked Government’s Ex¬ 
hibits Nos. 2-A and 2-B, respectively, for identification.) 

Mr. Stetson: Your Honor, I offer these stock record 
books, identified as Government’s Exhibits Nos. 2-A and 
2-B in evidence at this time. 

The Court: Admitted. 

(Thereupon, the documents referred to, Government’s 
Exhibits Nos. 2-A and 2-B for identification, were received 
in evidence.) 

By Mr. Stetson: 

Q. In February of 1943 Mrs. Mittell received 100 shares 
of Longfellow Building Corporation stock; did she not? 
A. It was transferred on the books of the Longfellow 
Building Corporation. She must have received it. We 
transferred it into her name. 

Q. Where did those 100 shares come from, sir? A. The 
assignment on the back of the certificate shows they came 
from the National Home Library Foundation. 

Q. All 100 of them? A. All 100 of them because it 
was then in one certificate. 

Q. Now, outside of these purchases of the Longfellow 
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stock in 1943, were there any other purchases of Long¬ 
fellow stock immediately subsequent thereto? A. 

143 By whom? 

Q. Subsequent to February, 1943. 

Mr. Magee: At what time? Isn’t this going far afield 
again, Your Honor? 

By Mr. Stetson: 

Q. By anybody, Mr. Highfield? A. I suppose there 
were, yes. 

Q. There were? A. I suppose so, yes. 

The Witness: I am unprepared to answer that. I didn’t 
come prepared to answer that question. I don’t know 
from personal recollection. 

By Mr. Stetson: 

Q. Isn’t it a fact that the Longfellow Building Corpora¬ 
tion purchased 30 shares of stock from John McShain in 
or around 1946 at $1,000 per share? A. That is 

144 not— 

Mr. Denit: We object to that. 

Mr. Magee: We object. 

Mr. Denit: It hasn’t a thing to do with this law suit. 
Again I say the evidence, if admitted, would only require 
a long and detailed explanation of the special circum¬ 
stances surrounding that sale. The validity of that sale 
is not challenged in this law suit, nor is it claimed that 
the Foundation lost one five-cent piece as a result of that 
sale. It has nothing whatever to do with this case, if the 
Court please. 

Mr. Magee: We join in the objection, Your Honor, on 
the ground it is completely irrelevant and immaterial. 

Mr. Stetson: Your Honor, I think it is the most material 
evidence we could put into this law suit, namely, other 
transactions regarding this stock because the courts have 
on numerous occasions found that other stock transactions 
are the best tests of market value. 
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Now, if Mr. Highfield knows of any transactions con¬ 
cerning this stock here in question, I think that he should 
tell us about those transactions. 

It is up to the Court in its best discretion to determine 
whether they are closely enough related in time to warrant 
consideration as to the value of the shares at the time 
here in question. 

#•##•*•#*• 

145 Q. Isn’t it a fact, Mr. Highfield, that the Mount 
Vernon Mortgage Corporation purchased 30 shares 

of Longfellow Building Corporation stock from Mr. John 
McShain on January 29, 1947? 

Mr. Denit: We object to that. 

Mr. Magee: May it be understood our objection 

146 runs to this question, Your Honor. 

The Court: Yes. 

Mr. Magee: It is even more remote now. 

The Court: Had you finished the question? 

Mr. Stetson: Yes. 

The Court: Would you like the question read, sir? 

The Witness: Am I entitled to answer that question ? 

The Court: Yes. 

The Witness: Yes, that is true. 

| 

By Mr. Stetson: j 

Q. And what was the price? A. $1,000 a share. I can 
explain that though, the reason for it. j 

The Court: You may do so. j 

The Witness: John McShain received that stock in j 
connection with the building of the structure. In the j 
meantime the ownership of the corporation had changed 
and he wasn’t satisfied with the way we were running it— 
to be perfectly frank with you—and it was decided—and j 
it was decided—he said he would take $1,000 a share because j 

I 

he thought he was entitled to that for what he put into j 

the building. And he was ugly about it so we decided j 

i 

i 

i 

j 

i 

| 

i 

| 

i 

i 

i 

I 




the best way would be to buy it, that is all, get rid of 
the nuisance. But it didn’t represent its intrinsic value. 

By Mr. Stetson: 

147 Q. You say he wasn’t satisfied with the way you 
were running what company f A. The Longfellow 

Building Corporation. 

Q. But isn’t it a fact that the Mount Vernon Mortgage 
Company bought the shares of stock at $1,000 a share? 
A. That is true because we then owned 75 percent of the 
stock of Longfellow. Longfellow couldn’t have bought it. 

Q. Now, isn’t it a fact, Mr. Highfield, that in August 
of the same year, namely, 1947, that Mount Vernon Mort¬ 
gage Corporation purchased Longfellow Building Corpora¬ 
tion stock in the following transaction: One share from 
Leslie Patton at $1,000 on August 20, 1947? A. That is 
the truth and I will explain— 

Mr. Denit: Have you finished the question? 

Mr. Stetson: Yes. 

Mr. Denit: Me object to it, Your Honor, on the ground 
that it is utterlv without relevancv insofar as this law suit 

•t w 

is concerned and can have no probative value in aiding 
the Court in determining whether or not shares sold in 
1943 at a different time and under different circumstances 
were disposed of to defraud the unknown beneficiaries of 
this trial. 

Mr. Magee: May I join in the objection. 

The Court: Overruled. Will you read the question. 

(Question was read by the reporter.) 

The Witness: May I answer? 

148 The Court: Yes. 

The Witness: That is true. It was another abate¬ 
ment of a nuisance because Leslie Patton was one of the 
nefarious group that inspired the prior suit and also 
inspired this one and instigated it. 
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By Mr. Stetson: 

Q. Isn’t it a fact, Mr. Highfield, that on August 21, 1947, 
you purchased four shares—I should say Mount Vernon 
Mortgage Corporation purchased four shares of Long¬ 
fellow Building Corporation stock from one Frances Sin¬ 
clair at a similar price, namely, $1,000 per share? 

Mr. Denit: The same objection. 

Mr. Magee: The same objection. 

The Court: The same ruling. You may answer. 
#•••••••#• 

Q. Will you answer the question, please? A. Yes, that 
is true. 

Q. In connection with the purchase from Frances Sin¬ 
clair, isn’t it true that you not only paid the $1,000 per 
share but also canceled a note of Francis Sinclair in the 
amount of $320.50, plus interest at $6.70, as a part of the 
consideration? A. I don’t believe that it is true. It 
149 could be a fact but I don’t remember it. I can 
verify that. 

Q. Mr. Highfield, what was the book value of the Long¬ 
fellow Building Corporation stock on December 31, 1942, 
according to the books of the corporation at that time? 
A. The book value at that time, which was unadjusted, 
later was reduced by order of the Internal Revenue be¬ 
cause it represented no cash investment or any value. 

Q. Just answer the question. A. I have to explain it. 
The Judge said I have an opportunity to explain my 
answers. 

The Court: It would be better if you answered it and 
then explained it. 

The Witness: The book value was $545,712.90. 

By Mr. Stetson: 

Q. ITow much does that work out per share? A. Let’s 
figure it out. 
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Q. Approximately $272 per share? A. Yes, something 
like that. That was changed, you know, later. The 

150 capital was reduced to $15,500 by order of the In¬ 
ternal Revenue Department. The water was taken 

out. 

Q. When? A. It was taken out in 1941. 

Q. That was after the investigation concerning this case, 
wasn’t it ? A. That is right. The water was all squeezed 
out of it and its true value established by Internal Revenue. 
And we paid an awfully big tax on it. 

Q. That was for tax purposes? A. For every purpose, 
tax, rent, every other purpose, honest purposes. 

Q. You mean the folks were not honest back in 1943? 
A. I don’t know whether they were or not. The book 
values given were rendered at inflated values and we knew 
1 that when we bought the stock—that there was a lot of 
stock there that was watered. It didn’t represent the 
book value. We knew the true value of the stock. We 
didn’t set the books up. It was all done before we became 
connected with it. 

150-A Cross Examination 
By Mr. Magee: 

*••*****#• 

151 Q. I show you stock certificate No. 1— A. Three 
shares— 

Q. —stock certificate No. 1 registered in the name of 
Sherman F. Mittell for three shares, endorsed in blank 
by stock powers, just as you have testified to on direct, 
Sherman F. Mittell? A. That is right. 

Q. And that stock is a part of the pledge for the loan? 
A. Absolutely. 

The Court: Would you give the exhibit number of the 
book? 

Mr. Magee: Plaintiff’s Exhibit No. 2-A. 

The Witness: This other stock certificate is number 20 
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and is for 91 shares, registered in the name of Sherman 
F. Mittell, to which is attached an irrevocable stock power 
endorsed in blank by Mr. Sherman F. Mittell. 

152 Q. And that was up as security for this loan? 
A. Both of these certificates were pledged as security 
' for the loan, National Home Library Foundation, by Mr. 

Mittell. 

Q. Now, when the loan was paid off that released the 
lien on the collateral, the 94 shares which we have just 
identified in the stock book, Plaintiffs’ Exhibit No. 2; isn’t 
#• that correct, sir? A. Pardon me. Repeat that. 

Q. When the loan was paid off through this purchase 
of stock—when you paid off the $12,000 loan, that released 
‘ these stock certificates and collateral; did it not, sir? A. 

Correct. 

Q. As a matter of fact, you then took six stock certifi¬ 
cates, and with the 94 shares and six additional stock 
certificates they were transferred back to the National 
Home Library Foundation for return to Mrs. Mittell; 
isn’t that a fact, sir? A. Well, it was for return to Na¬ 
tional Home Library Foundation. We did that because we 
only bought 833 shares. 

¥ Q. And 94 of these shares were in the name of Mittell? 

A. Correct. 

Q. And six shares in addition to the 94 were added? A. 
r We didn’t add them. We just took six shares from what 

they had already owned and issued the certificate for 100 
shares to National Home Library Foundation. We 
y 153 returned the stock from whence it came. 

Q. This had come over with the original trans¬ 
action? A. That is true. 

Q. Now, Mr. Higlifield, you knew that at the time that 
the National Home Library Foundation was liquidated that 
* it had borrowed $12,000 from Mr. and Mrs. Mittell; did 

you not, sir? A. I am not positive of that. I heard about 
it later. I may have heard about it before but she didn’t 
list that. 
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Q. As part of the debts to be paid off? A. She didn’t 
list that as one of the debts to be paid off. 

Q. Now, you were asked about the purpose of the Na¬ 
tional Home Library Foundation. If I understood your 
answer correctly, vou learned later that they had a lot 
of books to sell; is that correct, sir? A. I heard that 
between Christmas and New Year’s, 194-2. 

Q. And you were told by Mrs. Mittell at that time that 
they had hundreds of thousands of books lying around in 
the City of Washington that she had been trying to sell in 
an effort to pay off the debts; were you not, sir? A. She 
said she made every effort and both the trustees had done 
likewise, and they were unsuccessful. 

Q. And Mrs. Mittell, as I understood it, informed you 
that the obligations that she definitely wanted paid off 
out of any proceeds derived from the sale of stock 
1 154 were an obligation Frank Jelleff, an obligation to 
Wolff, and the $12,000 loan which had been made to 
the Mount Vernon Mortgage Corporation; is that correct, 
sir? A. Correct. 

Q. Now, as a matter of fact, when you were discussing 
this situation with Mrs. Mittell, this stock already was up 
for collateral for a loan which the Mount Vernon Mortgage 
Corporation held; isn’t that correct, sir? A. Absolutely 
correct. 

Q. And if you wanted to take advantage of this cor¬ 
poration, you knew it had no assets with which to repay 
that loan. You could have foreclosed on that stock, couldn’t 
you, sir? A. Absolutely. 

Q. And you could have acquired the stock for no addi¬ 
tional payment if you had any desire or intention to de¬ 
fraud this corporation, couldn’t you, Mr. Highfield? A. 
We were of that opinion. I am sure we could have. 

Q. But you didn’t do it. A. We didn’t want to do it. 
We didn’t do it and didn’t want to do it. 

Q. Now, Mr. Davison was the chairman of the Mount 
Vernon Mortgage board, was he not, at the time this matter 
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came up? A. He was president and chairman of the 
board. 

155 Q. And he was also thoroughly familiar, was he 
not, with the operations of the Longfellow Building 

Corporation? A. He was. 

Q. And was he the representative on the board of this 
labor union that you mentioned, sir? A. He was general 
secretary-treasurer of the International Association of 
Machinists. 

Q. And it was under his direction that the books and 
records of the Mount Vernon Mortgage Corporation were 
kept; was it not, sir? A. At that time, yes. 

#**•**•**# 

156 Q. Mr. Davison, as president of your board, that 
is, the Mount Vernon Mortgage Company board, was 

in executive control, was he not, of the affairs of the Mount 
Vernon Mortgage Corporation? A. At that time, yes. 

Q. He was president as well? A. He was. 

Q. In 1940 when this first 667 shares were involved, you 
were familiar with the situation then; were you not, Mr. 
Highfield? A. Yes, sir. 

Q. At that time, Mr. Highfield, what had been your ex¬ 
perience in stock matters and in banking affairs, as of 
1940? A. 27 years prior to that time. 

Q. And you were familiar with the methods and means 
whereby local stocks particularly were valuated and market 
value obtained on them; were you not, Mr. Highfield? A. 
I think so. 

Q. And you had handled stocks and stock transactions 
in these capacities which you described to us? 

157 Q. Now, as a person with that experience can you 
give the Court an opinion as to what those 667 

shares were worth in 1940? 

Mr. Stetson: I object, Your Honor. I don’t think this 
witness is qualified as an expert to so testify. 

Mr. Magee: I think he is, Your Honor. He is a person 
that had been buying and selling this stock, putting this 
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building together, and he has had 27 years of banking 
experience and transacting stock transactions. Why 
shouldn’t he be? He is the defendant. If he were only 
the owner he could state his opinion of value. 

Mr. Stetson: I think the statement w r ould certainly be 
self serving. 

The Court: Well, the objection is overruled. You may 
answer, sir. 

The Witness: I think it represented no intrinsic value 
but a share in a hope and a dream. 

By Mr. Magee: 

Q. Now, at that time no building had been constructed; 
is that correct, sir? A. That is right. 

Q. And it was the hope and dream of Mr. Mittell that 
he could build this building without putting any money 
in it, wasn’t it, Mr. Highfield? A. It was not only his hope 
and dream but he achieved it. 

158 Q. So that the National Home Library Founda¬ 
tion didn’t invest a cent, did it? A. Not to my 
knowledge. 

Q. In the construction of the Longfellow Building? 
A. Not to my knowledge. 

Q. Do you know of any money that they ever paid on 
these various transfers of stock which we have been 
describing here? A. Not to my knowledge. 

Q. As a matter of fact, when this dream was formulated 
in whose name was the great majority of the stock? 
Wasn’t it in fact held by Mr. Mittell personally rather 
than the Foundation, and the Foundation had nothing? 
A. It most assuredly was. 

Q. And the other principal stockholder at that time was 
a Mr. Thurman; isn’t that correct? A. That is right. 

Q. And a dispute occurred between Mr. Thurman and 
Mr. Mittell; did there not? A. That is right. 

Q. And Mr. Thurman decided to get out of the venture 
in 1940, didn’t he? A. That is what I heard. I wasn’t 
present. I wasn’t party to the compromise. 
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Q. Didn’t the Mount Vernon Corporation lend 

159 $5,000 so that Mr. Thurman’s stock could be pur¬ 
chased by the Library Foundation? 

Mr. Stetson: I object to that, Your Honor. I don’t 
think it is within his knowledge. 

The Witness: Yes, I have knowledge of this last ques¬ 
tion. I can answer yes to the last question. 

The Court: Would you fix the time. 

Mr. Magee: April of 1940, Your Honor. 

The Court: That was before the building was built? 

► The Witness: Yes, before construction began. 

Mr. Magee: They are seeking to set aside the transfer 
that occurred on the 2nd of April, as I remember it. 

The Court: I was just trying to have you fix the time. 

By Mr. Magee: 

* Q. And $5,000 was borrowed for the purpose of getting 

back into the control of the group, was it not, of Roy S. 
Thurman’s stock? A. That is what I understood. 

Q. As a result of that $5,000 payment, 600 shares were 
’ obtained from Mr. Thurman, Roy S. Thurman? A. That 

is what I understand, yes. 

Q. Now, reference were made to a purchase of the 
McShain stock some years after 1940, three to four years 
later. McShain had built the building; had he not, Mr. 
Highfield? A. That is right. 

160 Q. And he had cooperated in the financing, had 
pledged money in an effort to get this building con- 

structed; had he not, sir? A. So I understand. 

Q. And when he became dissatisfied with the internal 
affairs of the Longfellow Building Corporation, didn’t you 
also feel that something was owed to McShain over and 
above his original contract price because of the help he 
gave you in this matter? A. Yes, I think we did. 

" Q. And wasn’t that one of the reasons also that led to 

the payment of the $1,000 per share three years later in 
order to retire that stock and get it into the Mount Vernon 
Mortgage Corporation? A. Yes. 


I 
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Q. Coming down to the end of 1942 and early 1943, you 
stated that the watered book value in excess of $500,000, 
which was on the books, was later ordered changed by the 
Bureau of Internal Revenue and reduced to what figure 
was it, $15,000? A. Yes, it was reduced to $15,505, if I am 
correct. 

Q. Now, what would that make each one of these shares 
that were purchased for roughly $30,000? A. It would be 
worth about $7.75. 

Q. And because of that reduction in value, didn’t you 
also have to make an adjustment with both the 

161 Bureau of Internal Revenue and the General 
Services Admnistration for refunds for rents that 

had to be paid? A. We did, indeed. 

Q. And paid on the theory that this "was not the true 
value of the building? A. We did indeed. 

Q. And they would not permit you to add the watered 
value to this building? A. That is a fact. 

Q. And did they fix a value to the building? A. Yes. 
They disallowed the entire equity, the General Sendees, in 
calculating rent, and we sent them a check in refund. 

Q. What was the amount of the refund? A. $46,080.41, 
on June 2, 1952. That was the return of that $12,500 
which had theretofore been allowed us as free money out 
of the building on an imaginary or arbitrary $500,000 
equity that the R.F.C. mortgage company had to do in 
order to provide for some factor for the corporation 
during the life of the loan, because otherwise they could 
receive nothing. 

In addition to that, if you want me to answer as part 
of your question, on May 9,1951, we refunded to the United 
States Government for income taxes, as a result of that, 
$34,670.18. In other words, they marked down the equity 
and assessed us for it. 

162 The Court: What period did that $34,670.18 
cover ? 

The Witness: That covered a period for the years end¬ 
ing June 30, 1948. The reason they didn’t go beyond that 
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was because the statute of limitations barred them, you 
see. They couldn’t go back of that. 

The Court: And you just accepted their ruling? 

The Witness: Well, we had no basis to contest it be¬ 
cause we knew it was a fact. We had no basis to contest 
it. We paid it. They eliminated all of the capital stock 
but $15,005. 

By Mr. Magee: 

Q. Now, Mr. Highfield, you testified I believe that after 
seeing Mrs. Mittell on this Christmas visit that you went 
back to your board and discussed ways and means of help¬ 
ing obtaining money to pay off the debts of the Foundation. 
That is correct, sir, isn’t it? A. Yes. 

Q. And as a result you talked to your board, with the 
exception of Mr. Davison, and at first they were opposed 
to any help; isn’t that correct, sir? A. Well, they had two 
reasons for it: First, we didn’t have any money and that 
was always a good reason. Second, they didn’t think we 
should take any additional risk in the Longfellow Building. 

Q. Mrs. Mittell had told you on that occasion that there 
was really no hope of the Library Foundation 
163 getting any income in the future, hadn’t she? 
A. She had. 

Q. So that you knew at that time that the Library 
Foundation couldn’t pay this $12,000 obligation? A. I so 
informed the board. 

Q. And because they weren’t able to pay that loan, you 
as a banker felt it would be improper to make a further 
loan? A. Absolutely. 

Q. And if there was to be anything done, it ought to be 
on a sale basis and the matter closed; is that correct, sir? 
A. That is correct. 

• *•*•****• 

Mr. Stetson: I object, Your Honor, on the basis it calls 
for Mr. Highfield’s testimony of what Mr. Davison’s 
feelings were. 

• ••••*•**• 
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164 Q. Didn’t Mr. Davison tell you that he wanted to 
help further in this question because Mr. Mittell had 

been in from the beginning and he didn’t like this situation 
of these debts hanging over the heads of the Foundation 
he had formed? A. He said substantially that and he went 
further. He said he always liked Mr. Mittell and he 
regretted the predicament of Mrs. Mittell and he wanted 
this thing terminated honorably; in other words, give it a 
decent burial because it was hopelessly impossible to con¬ 
tinue it. 

Q. And as a result, your first commitment or offer was 
somewhere in the neighborhood of $25,000; am I correct, 
sir? A. At the rate of $30 a share; that is true. 

Q. And then, as I understood it, you then had several 
telephone calls with Mr. Craig? A. That is correct. 

Q. And Mr. Craig at that time was a trustee of the 
Foundation? A. That is right. 

Q. Is that correct, sir? A. That is right. 

Q. And hadn’t Mr. Craig been familiar with the con¬ 
struction of this building from its very beginning? A. He 
had. In other words, it was his idea to obtain a building 
for the R.E.A., of which he was then deputy administrator, 
I believe. That caused the idea to germinate 

165 and the Longfellow Building to be erected. And he 
remained in there as a tenant with his agency for 

approximately a little less than a year when he w T as trans¬ 
ferred to St. Louis under the decentralization program. 

Q. And he was thoroughly familiar with the difficulties 
you had encountered in formulating plans for this build¬ 
ing, constructing it, and the financing and internal set-up 
of the Longfellow Building Corporation, wasn’t he? A. 
That is my opinion, yes. 

Q. And he knew, did he not, sir, that the Government 
had a lease on that building in 1943, which they could 
terminate on 30 days’ notice? A. I think he had full 
knowledge of it because the renewml—it was exactly the 
same lease that was executed when he was there. 
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Q. And that also had a 30-day termination clause? A. It 
had the same provisions and the rent was based upon a 
formula which restricted the payment of salaries or 
dividends or anything to the owner of the building, or the 
mortgagor, beyond $12,500 per year. 

Q. And no one at that time, Mr. Highfield, could know 
that the Government—let’s assume the war ended quickly 
—would need that space at that time, could they? 

Mr. Stetson: Objection, Your Honor. There is no 
foundation shown for the question or for this 
166 witness to answer it, his ability to answer it. I think 
it is also based on an assumption too. 

The Court: You may answer. I will overrule the 
objection. 

********** 

The Witness: My answer is based on absolute knowl¬ 
edge; not an assumption. History will show that at that 
time the people were thinking about leaving Washington. 
The nation was in a state of very jittery nerves. We were 
losing the war. We were losing shipping on both sides of 
the continent. And Britain had surrendered at Tobruk. 
The future was very dark and dismal. Capital was in 
flight. 

The United States Government, due to their fears of 
of an attack, were decentralizing their agencies. And the 
governmental economists were predicting — and also 
shared by the large labor unions and the records will 
prove it—were predicting a tremendous depression follovr- 
ing the war if we had a victory. 

By Mr. Magee: 

Q. What would have been the effect on the financial 
status of the Longfellow Building Corporation had the 
Government exercised its option to terminate this lease as 
it had a right to do on 30 days notice? 

Mr. Stetson: Your Honor, I object on the ground that 
it calls for speculation on the part of the witness. 
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The Court: I will overrule the objection. You may 
answer. 

167 The Witness: If the Government had decided to 
vacate, the Longfellow Building would have been 

the owner of a one purpose loft building. 

By Mr. Magee: 

Q. Would you explain to the Court what you mean by 
“loft building”? A. It is a loft building. It is not a con¬ 
ventional office building. The floors are open spaces with¬ 
out partitions. The partitions in there now are of a 
temporary nature. They are not affixed. We would have 
been the owner of a loft building, a one purpose building 
what was entirely occupied by the Government, and which 
if we had wanted to convert, which would have been im¬ 
possible due to the restriction on building, to a conventional 
office building at that time it would have cost between 
$300,OCX) and $500,000. The Longfellow Building Corpora¬ 
tion would have lost the building because the R.F.C. would 
have foreclosed the mortgage. 

Q. That was the situation, as you understood it, as it 
existed in late 1942 and early 1942; is that correct, Mr. 
Highfield? A. That is my best recollection of it, yes. 

Q. And Mr. Craig was familiar with this situation just 
as much as you were; was he not, sir? A. He 
certainly was because he had been removed from 

168 Washington to St. Louis; his entire agency had. 

Q. You had several telephone conversations with 
Mr. Craig with respect to sale by the Foundation of its 
shares of stock to Mount Vernon; isn’t that correct, sir? 
A. That is right. 

Q. And wasn’t it at that time you pointed out to him 
that you felt this stock had little or no value but you w r ere 
willing to do what you have described here on the stand 
you w'ould do to help on the situation, to help liquidate 
these debts—Help the Foundation? A. We had consider¬ 
able conversation about it. We were both interested in the 
future of the Foundation and the termination of its affairs. 
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We had a friendly interest in it and we discussed it very 
thoroughly over the telephone, as I say, more than once, 
and he told me that he thought the stock was valueless. 
He was familiar with it. And I told him that that cer¬ 
tainly was our opinion; that our board wms divided on the 
question; and that they didn’t think it was worth anything. 
They didn’t want to buy it and wouldn’t loan any more 
money on it. 

The Court: Why did they take this stock in the first 
place that they had if they thought it was such a vision 
► and a dream? 

The Witness: Well, at that time they had a mis- 
169 conception of the status of the National Home 
Library Foundation. They thought that the 
National Home Library Foundation had assets other than 
Longfellow stock. It was represented to us that they had 
certain collections of books and that their inventory on 
hand was salable—the books were salable. They had a 
tremendous amount of books so we thought they had 
responsibility and so we took the stock as an extra measure 
of security and loaned them $12,000 with which the 
National Home Library Foundation paid some of its debts. 

We were very closely associated at that time with the 
bankers and we just considered all of the risk. We thought 
it was a calculated risk and we took it. In other words, we 
didn’t know the status of the Foundation, the true status. 

By Mr. Magee: 

Q. Of course, the moving figure in this whole picture, 
so far as the Foundation was concerned, was Mr. Mittell; 
was it not, Mr. Highficld? A. That is right. 

Q. And when he died there was no one that could ad¬ 
minister the affairs of this Foundation; isn’t that true? 
A. Absolutely true. 

Q. And no successful administrator was ever located 
thereafter, as far as you know T , who was willing to try to 
help work out this Foundation problem, was there? A. Not 
that I know of. 
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170 Q. And you had faith and confidence also in his 
widow at that time, did you not, Mr. Highfield? 

A. Implicitly. 

Q. And she had had some business experience before 
that; had she not? A. I understood so. 

Q. And she told you it was her best judgment that the 
Foundation should be liquidated and its debts paid; is 
that correct, sir? A. That is correct. 

Q. Based on this situation, with the precarious financial 
situation of the Longfellow Building, nevertheless in an 
effort to liquidate and leave a good name for the founder 
of the entire enterprise, your corporation finally agreed 
to pay $33.50 a share for this stock which, as I understand 
your testimony, you believed to be far in excess of any 
value that it had at that time; is that correct, sir? 
A. We did that against objections of two of the members 
of our board, who acquiesced but did not concur. 

Q. And Mr. Davison is now deceased; is he not? A. That 
is true. 

Q. Now, you mentioned on direct examination by counsel 
for the plaintiffs that dividends on this stock had not been 
paid for 13 and a half years. What did you mean 

171 by that, Mr. Highfield? A. Under the terms of the 
R.F.C. mortgage loan of $1,500,000, it ran over a 

period of 15 and a half years repayable in annual install¬ 
ments of $135,000 applied first to interest on the loan of 
four and a half percent, and the balance to amortization 
of the principal. And in addition to that, provision was 
made for the payment of taxes, the insurance, and $12,500 
a year to the owners of the property, the owmer and 
mortgagor. 

Under that arrangement it couldn’t possibly be paid out 
for less than 15 and a half years, and the owners of the 
stock couldn’t look forward to receiving any dividends or 
any salaries of any consequence. 

Q. Mr. Highfield, in making the decisions you did in 
this matter, did you do it with any intent to defraud the 
Foundation of a valuable asset or deprive some unknown 
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beneficiary of tbe future benefits of this stock? A. Cer¬ 
tainly not. 

Q. In taking the action that you did, did you act in good 
faith? A. Assuredly so. 

Mr. Magee: That is all. 

By Mr. Stetson: 

Q. Mr. Highfield, when was the loan of the $12,000 to 
the National Home Library Foundation by Mount 

172 Vernon? A. January 15, 1942. 

Q. Now, I show you Plaintiffs’ Exhibit No. 2-B 
and call your attention to certificate number 41 and ask 
you to examine that certificate and tell us what that 
certificate represents? A. This represents certificate 
number 41 for three shares of Longfellow Building Cor¬ 
poration. 

Q. And in whose name are those shares recorded? 
A. National Home Library Foundation. 

Q. And what is the date on that certificate? A. January 
15, 1942. 

Q. Now, I call your attention to certificate number 42 
and ask you in whose name is that issued? A. That is for 
91 shares in the name of National Home Library Founda¬ 
tion, dated January 15, 1942. 

#*######** 

Q. Does the Mount Vernon Mortgage Company have a 
list of the certificate numbers representing the shares that 
were pledged as security for the $12,000 loan? 

173 A. They do, yes, sir. 

Q. Will you produce that list, please? A. I don’t 
have it with me. I can but I don’t have it along with me. 
I can get it. 

Q. Mr. Highfield, we will ask you to produce the list 
of the certificate numbers representing this pledge of 
securities to secure the loan in the amount of $12,000 to 
the National Home Library Foundation, and we will also 
ask you to bring with you this afternoon any other papers 
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relative to that loan or to tlie security for that loan that 
you may have in the possession of the Longfellow Building 
Corporation. A. I should be glad to comply with your 
request. 

Q. Excuse me, the Mount Vernon Mortgage Company? 
A. I shall be glad to comply with your request. 

Q. You mentioned a lease formula that was determina¬ 
tive of the rent to be paid by the Government to the Long¬ 
fellow Building Corporation. As one of the items on that 
formula was there not a management fee in the amount 
of $4,500 to be paid to Longfellow Building Corporation 
to reimburse them for a fee that was being paid in turn to 
Mount Vernon? A. No. There was a $4,500 management 
fee charged for Mount Vernon, which was approved by the 
R.F.C. There was a $4,500 management fee allowed to 
the Mount Vernon Company prior to the consummation of 
the loan. That was approved as one of the conditions of 
the making of the loan by the R.F.C. 

174 Q. My question, sir, was whether or not— A. You 
didn’t state it right. It wasn’t payable to the Long¬ 
fellow Building Corporation. It was payable to the Mount 
Vernon Mortgage Company. 

Q. It was not included in the lease as part of the rent 
payment? A. It was for which Mount Vernon did all the 
bookkeeping, acted as fiscal agent, tended to everything 
like that, all the internal office affairs. 

Q. Now, isn’t it a fact, Mr. Highfield, that the Long¬ 
fellow Building was rented to the Government on a basis 
whereby the Government paid all the expenses and that 
there was no bookkeeping or very little bookkeeping in 
connection with the operation of the Longfellow* Building 
Corporation? A. There w*ere a lot of things to be done. 
You had to look after insurance. You had to receive their 
rent. You had to pay the taxes. You had to do a lot of 
things. 

Q. Who held the insurance? Didn’t the R.F.C. hold the 
insurance? A. They held the policies but they w*ere placed 
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through the Mount Vernon Company. We placed the in¬ 
surance. 

Q. You placed the insurance? A. Yes, Mount Vernon 
did. We certainly did. 

Q. What did the Longfellow Building Corporation 
do as far as the insurance was concerned? 
173 A. They had nothing to do with it except to see that 
it was taken out. 

Q. Didn’t Mount Vernon take care of that? A. Yes, 
they did. 

Q. As a part of their insurance selling program? A. I 
don’t know whether it is insurance selling. We never tried 
to sell it. We offer insurance service to anybody who 
thinks we have sense enough to handle it for them. 

Q. Didn’t you get a commission on it? A. Why, 
certainly. 

Q. So actually it wasn’t necessary for Longfellow Build¬ 
ing Corporation to remind Mount Vernon Mortgage Cor¬ 
poration that the insurance ■was due; isn’t that correct? 
A. No, I don’t think that is correct. I think that is a gross 
assumption on vour part. They didn’t have to do it be¬ 
cause Mount Vernon took care of all those details for 
them and at the same time Mount Vernon had $140,000 of 
its own money in a second trust in that building. 

Q. What was the amount of that second trust on 
December 31, 1942? A. Oh, I don’t know. It may have 
been reduced down to $90,000. I can’t tell you offhand. I 
may have been. I don’t know. It was either $97,000 or 
$90,000. I don’t know. It was run on a fiscal year basis. 
When you talk about December 31, we don’t have 
the figures available. We have them here some¬ 
where. 

176 Q. What was it on July 1, 1942? A. It was 
$97,483.32. 

Q. So it would be probably $90,000 on December 31? 
A. I think so. 

Q. Is that correct, sir? A. It went that way through 
1946 until the building was refinanced. 
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Q. It went down from $97,000 in July to $90,000 in 
December, 1942? A. And we carried it four and a half 
vears bevond that date. 

The Court: When was the building refinanced? A. In 
1946. It was refinanced in 1946 and 1947. 

By Mr. Stetson: 

Q. What was the amount of the loan in 1946? 

The Witness: At that time there had been a decline of 
real estate values. 

###*•*•##• 

Q. Mr. Highfield, please answer the question. A. I will 
answer the question but the Court said I have a right to 
explain my answers. We were unable to borrow but 
$1,300,000 on it at that time. 

The Court: This was in 1946? 

177 The Witness: 1946. 

By Mr. Stetson: 

Q. Who made that loan, sir? A. Penn Mutual. 

Q. And in 1947 that loan was paid off and a new loan 
in what amount? 

Mr. Denit: We object to that. 

The Court: The objection is overruled. You may 
answer. 

The Witness: $2,000,000. 

By Mr. Stetson: 

Q. And who made that loan, sir? A. Perpetual Building 
Association, locally. 

Q. What was the interest rate? A. Four percent. 

Q. Mr. Highfield, isn’t it a fact that the reason that the 
R.E.A. moved out of the Longfellow Building and moved 
to St. Louis was to make room for new war agencies that 
had sprung up in the Federal Government? A. I cannot 
answer that question. 
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Q. Now, when you received these shares of stock as 
security for the loan of $12,000 to the National Home 
Library Foundation, did you mean by your testimony a 
few minutes ago that Mr. Mittell misrepresented to you 
the assets of the Foundation and that you didn’t check up 
on it? A. No, I didn’t. He just told me. Why 

178 should I check up on him? He just made statements 
he had so many books. 

Q. Did he misrepresent the facts? 

Mr. Magee: He answered that and said no, Your Honor. 

The Witness: No, I don’t think so. Later develop¬ 
ments probably changed his whole set-up. What he told 
me was true but I didn’t know anything about the value 
of them. 

By Mr. Stetson: 

Q. Did he misrepresent the facts to induce you to pur¬ 
chase the 667 shares back in 1940? A. He had no facts 
to misrepresent. We knew the facts. They were obvious 
on their face. There was nothing that he could represent. 
There was nothing thereto misrepresent. You can’t mis¬ 
represent nothing. 

Q. Why did you single out Mr. Craig to make the nego¬ 
tiations for the purchase in 1943? A. I did not single him 
out. I told you in my earlier testimony, and you should 
remember it, that Mrs. Mittell reported to Mr. Craig the 
offer for us to become interested in the purchase of the 
stock. 

Q. What offer, Mr. Highfield? A. Well, I told her we 
would either loan money on it or we would buy the stock. 

Q. You would loan money on it? A. I told her I pre¬ 
sented it to the board of directors for their decision. 

179 Q. And that is what she communicated— A. She 
must have. I don’t know what she communicated 

to him, but Doctor Craig called me on the phone. 

Q. What did he say? A. Well, I told him that we— 

Q. What did he say, sir? A. Well, whatever he said, he 
said in response to what I told him. 
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Q. He called you. What was the purpose of his call? 
A. To discuss the purchase of the stock, and I told him the 
board decided to offer $30 a share for 833 shares. 

Q. When did they decide that? A. I have already 
testified to that. 

Q. Tell us again. A. Sometime between the first 
business day after New Year’s Day, 1943, and January 15. 
Now, I can’t say the date. 

Q. You didn’t discuss price with Mr. Carraway or Mrs. 
Mittell, did you? A. Yes, I—I don’t know whether I did 
or not. I don’t know. I know I never talked with Carra¬ 
way about anything pertaining to this transaction. 

*•*•**•**• 

181 After Recess 
By Mr. Stetson: 

Q. Mr. Highfield, do you have with you now the list 
of the pledged securities, namely, the shares of Longfellow 
stock, securing the loan from Longfellow to the Founda¬ 
tion in the amount of $12,000.00? A. I do. 

Mr. Stetson: Kindly mark this Government’s Exhibit 
No. 3, please. 

(Thereupon, a yellow list of names was marked Gov¬ 
ernment Exhibit No. 3 for identification.) 

By Mr. Stetson: 

Q. Now, referring to Exhibit No. 3, Mr. Highfield, can 
you tell me when this list was made up? A. It was made up 
today between the time of adjournment and this session, 
from the stock register. 

Q. Do you have the original stock register? A. It is in 
evidence here. 

Q. In other words, you have no list made contempo¬ 
raneous with the pledge of the securities for the loan of 
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182 $12,000.00? A. We do not. We have this which was 
the last preceding list that was made. 

We have a list there that is dated some time prior to 
today. What date is it? March 14, 1941—wdrich was prior 
to January 15, 1942, the date of the loan in question. 

Q. But this list that I hold, being Exhibit No. 3, purports 
to be a list of the securities by certificate number showing 
the shares, namely, 933 shares, pledged to the Mount 
Vernon Mortgage Company as security for a loan in the 
amount of $12,000.00 to the National Home Library Founda¬ 
tion on January 15th, 1942. Is that correct, sir? A. That 
is correct. 

Q. Now, I ask you to look at this list and to tell me 
whether you wish to change your testimony of this morning 
concerning certificates nos. 41 and 42? A. I reiterate I do 
not wish to change my testimony, and in explanation of 
that, I can say that Mr. Mittell pledged these two cer¬ 
tificates for 94 shares and also one for 15 shares in his 
name which I had completely overlooked, and on the same 
day, in accord with our usual custom and practice we 
transferred all of those certificates to the National Home 
Library Foundation because there were a great many more 
that were not in the name of it: 

Namely, 40 shares in the name of William S. Kass and 
one for 174 shares in the name of John McShain, so 

183 in accordance with our usual banking practice and 
custom we immediately transferred all of those 

shares into one certificate or two certificates and held those 
as collateral registered in the name of the National Home 
Library Foundation for which we have a stock power for 
933 shares. 

Q. Now, von say “we.” “We” made this change. Are 
you referring to “we” as the Mount Vernon Mortgage 
Company? A. That is right. I didn’t do it personally. 
It was done bv the clerks in the office. 

Q. And you say all of the shares were transferred in 
the name of National Home Library Foundation? A. 
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Yes. Two certificates, one No. 44 for 100 shares and No. 
45, for S33 shares. 

Q. And that was done when, sir? A. One -was done on 
January 19, 1943. 

Q. January 19, 1943? A. Yes. 

Q. This loan was in 1942, was it not, Mr. Highfield? 

«•#•*•#••• 

184 The Witness: They were all transferred on Jan¬ 
uary 15, 1942, into Certificate No. 43 for 933 shares 

registered in the name of the National Home Library 
Foundation. Now, the original book of entry will show 
that, the stock record. 

• •*•••»*** 

Q. Well, now, Mr. Highfield, in January of 1943, Mount 
Vernon purchased 833 shares, did it not? A. That is 
correct. 

Q. And Mrs. Mittell received 100 shares, did she not? 
A. She did not from Mount Vernon Mortgage Corporation. 
National Home Library Foundation— 

Q. Now, wait a moment. Just answer the question. A. 
No, she did not. 

Q. Mrs. Mittell received 100 shares of Longfellow Build¬ 
ing stock in February, 1943, did she not? A. She didn’t 
receive it from us. 

185 Q. Did she receive it? A. It was transferred on 
the books into her name. She didn’t receive it from 

us. She never received any shares from us. 

• •••••••#* 

186 Mr. Stetson: At this time we introduce or offer 
in evidence Plaintiff’s Exhibit No. 3. 

The Court: It is admitted. 

(Thereupon, the document previously marked Govern¬ 
ment Exhibit No. 3 was received in evidence.) 
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By Mr. Stetson: 

Q. Mr. Highfield, what was the consideration for the 
667 shares received by Mount Vernon Mortgage Company 
in 1940? A. The consideration as set out in the agreement. 

• ##*•##**• 

189 A. Did I have a discussion with Mr. Mittell? 

Q. Yes. A. I most certainly did. 

Mr. Denit: Will you fix the time, please ? 

By Mr. Stetson: 

Q. Yes, tell us when this discussion took place? A. Well, 
it was some time subsequent ot November 28, 1939. Maybe 
the day after or it may have been November 29, 1939. 

##•*•••*** 

190 Q. Tell us what the nature of that discussion was? 
A. He and Mr. Winn outlined their plans for the 

erection of the Longfellow Building, told us that they had 
received a commitment from the R. F. C. for a million and 
a half loan and the R. F. C. wanted somebody of substance 
to guarantee completion of the building and also guarantee 
occupancy up to SO per cent of the rentable space for which 
they wanted $500,000 in cash as a surety, as security. 

191 I told Mr. Mittell that a matter of that size would 
have to be considered by our Board and that I 

asked him how much would we get out of it. 

Well, he says, “What do you want?” 

I said I wouldn’t recommend it for less than 50 per cent 
of the entire capital stock. 

And that is the way I presented it to the Board, on 
that basis; 50 per cent of the entire capital stock as com¬ 
pensation to us for our undertaking in connection with 
this project. 

Q. Now, in fact, when the agreement was finally reached, 
however, you did not receive 50 per cent of the stock but 
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onlv one-third of the stock; is that not correct? A. That 

* . • 
is absolutely correct; through no fault of mine. 

Q. Now, in fact, the main consideration for the 667 
shares that Mount Vernon received was the guarantee of 
all costs above the million and a half loan; is that not 
correct, sir? 

Mr. Magee: It is argument and I object to it. The * 

contracts speak for themselves. It is purely argumentative. 

The Court: The objection is overruled. You may an¬ 
swer if you can. 

The Witness: I will say to you, sir, that we took 
192 into consideration all of the considerations of this * 

agreement. You can interpret it the way you want 
to. I know there are a number of considerations. I 
wouldn’t attempt to— 

By Mr. Stetson: 

Q. Let me rephrase it this way: H 

Was a part of the consideration the guarantee to furnish 
additional moneys necessary to complete the building in 
excess of the million and a half to be loaned by the R. F. C.? 

A. It was unquestionably one of the considerations. 

Q. And how much did Mount Vernon advance for the > 

completion of the building above the million and a half 
loan by the R. F. C.? A. Mount Vernon pledged with the 
R. F. C., Mortgage Company— 

Q. That is not responsive. A. It is responsive because 
it represented value. 

Q. I asked you how much money? A. We put up the 41 

equivalent of money. What is money? Money is expressed * 

in many forms. We put up value. I prefer to answer it 
in value. 

Mr. Denit: Just answer if you can. 

The Witness: $139,000 plus. 
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By Mr. Stetson: 

Q. And isn’t it a fact, Mr. Highfield, that Mount 

193 Vernon received every penny of that back, together 
with interest? A. That is true. 

The Court: You say it is not true? 

The Witness: It is true. 

Q. Now, with reference to this guarantee, counsel have 
asked you if you didn’t receive hack your $139,000. That 
was later, was it not? You didn’t receive it back 

194 immediately, did you? A. That was over a long 
period of years. Way late in 1946, before we re¬ 
ceived it back. We carried $90,000 for over four years. 

Q. And if for any reason the contractor had failed and 
hadn’t been able to complete the building, tell the Court 
what would have happened to that $139,000? A. Well, 
we would either have had to complete the building or have 
forfeited the collateral we had deposited of $204,000 and 
we would have lost $139,000. We -would have lost both. 

Q. So not only did you guarantee this but you actually 
put up collateral with whom? A. R. F. C. Mortgage 
Company. 

Q. Will you state the value? A. It had a market value 
of $204,000 at the time we pledged it. 

Q. And wasn’t it a condition before the R. F. C. would 
give its commitment that there be a guarantee by a re¬ 
sponsible financial institution before they would let this 
project go ahead? A. That was a condition precedent to 
the making of the loan. 

Q. So without that guarantee there never would have 
been a Longfellow Building, would there, Mr. Highfield? 
A. It would not, in our opinion. 

195 Q. Mr. Highfield, has anybody on the behalf of 
the unknown buyers of the Foundation ever offered 

to pay you gentlemen and the Mount Vernon Mortgage 
Corporation the full consideration plus interest that you 
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paid for the various stock in the Longfellow Building 
Corporation? A. Not to me. 

Q. Have counsel here, representing the United States, 
as they say, as Parens Patriae, ever offered to restore 
the status quo and pay you back the moneys that have been 
invested, plus interest? A. No. 
#••*#*##** 

196 Q. Mr. Highfield, when you purchased, Mount 
Vernon purchased the stock from John McShain at 
$1,000.00 a share, isn’t it a fact that McShain offered 

197 to buy the Longfellow Building stock or to sell— 

Mr. Denit: We object. 

By Mr. Stetson: 

Q. —or rather, that you offered to sell or to buy and 
McShain elected to sell; isn’t that a fact, sir? 

Mr. Denit: We object to that. 

The Court: The objection is overruled. 

You may answer. 

The Witness: I did. At a much lesser price than we 
settled for. I put the thing on the table. “Take it or 
leave it.” 

By Mr. Stetson: 

Q. What price? A. It was considerably less than $1,000.00 
a share. 

Q. What price? A. $800.00. 

• •#•#••••• 

198 Thereupon 

Robert Bradley Craig 

was called as a witness, and having been first duly sworn, 
was examined and testified as follows: 

Direct Examination 

By Mr. Stetson: 

Q. Please state your name and address for the record? 
A. Robert Bradley Craig, 100 Vermont Avenue, North¬ 
west. 
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Q. Mr. Craig, you were personally acquainted with one 
Sherman Mittell back in 1939, were you not? A. Yes. 

Q. Do you recall a conversation between Mr. Mittell and 
you concerning the construction of an office building in 
the District of Columbia? 

Mr. Denit. Will you fix the time and place, please? 

199 The Witness: No, sir, I do not, in 1939. 

By Mr. Stetson: 

Q. Well, when was such a conversation? A. August, 1938. 

Q. August of 1938? A. Yes. 

Q. Could you tell the Court, please, what the gist of that 
conversation was? A. I first met Mr. Mittell in 1936 when 
he came to the Rural Electrification Administration offices 
to interest the Administration in the purchase of some 
books which he was then publishing. I had been with the 
Rural Electrification about a year and was then Assistant 
Administrator. The title later changed to Deputy 
Administrator. 

The offices were at 2020 Massachusetts Avenue, the old 
George Westinghouse mansion on that street. 

Mr. Mittell published some books by David Cushman 
Coyle on economics and the organization of cooperatives, 
and we were interested in the study of the cooperative 
method of organization as a means of organizing and pro¬ 
moting rural electrification. 

The Act specifically so provided. 

Over the years the Rural Electrification Administration 
within the limits of a very modest budget made available 
by Congress bought certain of these books and made 

200 them available to the farm cooperatives that vrere 
then being organized. 

The movement, that is, the Rural Electrification Admin¬ 
istration movement, succeeded beyond even the dreams of 
its organizers, Speaker Rayburn and Senator Norris, inas¬ 
much as the farmers of this country came into Washington 
and demanded much more money than was being made 
available in the original bill so that in July of 1938, the 
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Rural Electrification Administration was given $100,000,- 
000.00 and the additional funds to increase its personnel 
from about 270 people to 700 people, to quickly make avail¬ 
able this money and to transfer it into lines and generating 
plants for the farmers. 

That imposed upon me as Assistant Administrator a 
very real difficulty. We were having trouble finding ade¬ 
quate space in Washington to house this Administration. 

The old George Westinghouse mansion which had been 
adequate for an operation of $45,000,000.00 no longer 
could house only but a few of the executive group. 

So that by the summer of 193S we were in nine different 
locations in Washington. 

I was instructed by the then Deputy Administrator 
John Carmody to find adequate space at the earliest pos¬ 
sible opportunity and to canvass all of the real estate 
agencies in Washington to find such space. 

Mr. Mark Winkler worked with me very much to that 
end so that we reviewed many locations, trying to 
201 find an adequate single structure for this growing 
agency. 

It was of interest that we were renting the old Walsh 
mansion when Mr. Sumner Welles objected. 

We were renting the Dupont Circle Building, which was 
then vacant. 

And there was objection by Mr. McReynolds, who had 
been given authority by the President to supervise all 
rentals, I think it was in the spring of that year. 

Finally, Mr. Mark Winkler had found two locations, one 
on L Street, which we moved some people in one day and 
moved them out the noon of the next. The Fire Marshal 
came up with a warrant and said we were breaking all of 
the rules of the City of Washington and that we would be 
arrested, and at that point Mr. Carmody said, “I am 
through fussing and looking at buildings with you. It is 
your responsibility. Do something.” 

So, Mr. Winkler was in the office. I walked back to my 
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office, and said, “We have to get out of there. Can’t you 
find us a building?” 

Mr. Mittell had an appointment with me that afternoon. 
I can’t recall the exact date. I know it was in August 
because we had no air conditioning at that time and it was 
very warm and there were some other reasons that I can 
fix the month, and he was sitting in my office when I 
walked back to Mr. Winkler and I said, in substance, 

202 Mr. Carmody is through looking at buildings. You 
build us one or we don’t move. I don’t know where 

we are going to put them but I am disgusted with them, 
too. 

Mr. Winkler said that he was disgusted with us, he had 
found us about four sites. For one reason or another we 
had turned them down and if we wanted a building and 
really meant it, come back and see him but he was not 
going to build us a building. 

By that time it was late afternoon. Mr. Mittell and I 
concluded our business about the books. I had grown to 
admire Mr. Mittell and the work he was doing. I might 
say for the information of the Court that I had been a 
teacher before I came to Washington. I had taken a great 
deal of graduate work in education. I was tremendously 
interested in the education of people. I still am, as a 
matter of fact. And I felt that cheap books was one way 
that this matter might be resolved, and in Mr. Mittell’s 
interest it might be said that he was the originator of the 
small book idea in this country, antedating Garden Citv 
and Holdeman and other people that I subsequently came 
to know. 

We walked down Connecticut Avenue. Mr. Mittell’s 
offices at that time were in the DuPont Arcade. I said, 
“Sherman, why don’t you build us a building?” 

He said, “WFat with?” 

I said, “I don’t know.” “But,” I said, “I would 

203 like to see a building on the corner of M and Rhode 
Island.” 
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I said, “Over there where Randall Hagner has that 
Lafayette Bed Shop Building.” 

Subsequent conversation led me to Mr. Mittell saying 
that he would trv to see what he could do. 

He said, “You know I have no resources whatever, nor 
has the Foundation. I barely make enough to live on it.” 

About, I would say, April of 1939, Mr. Mittell, who had 
been negotiating for the purchase of this first piece of 
property which was not totally and was not as much 
frontage on Connecticut Avenue—I don’t remember pre¬ 
cisely now—told me that he had purchased an option and 
that if we could secure the money he could build a R. E. A. 
building. 

Our problem was then even more acute. Another 
$100,000,000 had been added for the next fiscal year, mean¬ 
ing that additional personnel was required. 

I told Mr. Mittell that I would go to the R. F. C. to see 
about a loan for him if he felt that he could find somebody 
i who would put up the necessary money that the R. F. C. 
would demand. 

I have tried and I have even walked past the place on 
Connecticut Avenue where a firm of architects had offices 
at that time. Mr. Mittell asked that I meet with them and 
I can’t remember their name but they were on Con- 
204 necticut Avenue near Dupont Circle, and we w T ent 
to call on those people and they made some sketches 
and they thought a building could be built, I am going to 
say I think it was in the neighborhood of $750,000.00, as 
of then the adequate size necessary for R. E. A. 

When I came back to the R. E. A., and this again was 
some time in the spring, some time in April, possibly May, 
Mr. Carmodv pointed out—the then Administrator—that 
that building would be totally inadequate, that with the in¬ 
crease of additional personnel, with this additional money, 
that it was foolish just to build another building that 
would only take part of the personnel of this agency, and 
that we should go back and resurvev the situation before 


157 


he would lend approval to the R. E. A. going on behalf 
of this presumed-to-be builder to the R. F. C. for a loan. 

I did not go back to see those architects but I communi¬ 
cated that to Mr. Mittell and he came back and told me the 
architects were totally unwilling to consider a building of 
larger size, that there was a great deal of difficulty about 
the title. 

I think now of three parcels of land next to the alley of 
the church. It may have been two. 

That it was an estate in liquidation. 

If I recall, I think one of the heirs was in France, that 
money would be needed to search the title and get 
205 clearance and title to the property and they were 
not willing to embark on any venture of that kind 
where the returns would be very problematical. 

Mr. Mittell made many, many trips to various groups to 
try and obtain money. 

When the architects that he had selected and whose 
name I can’t recall, refused to go forward, I suggested to 
him the name of Mr. William Lescase. I had a friend who 
had studies with Mr. Lescase in architecture. I had been 
an admirer of Frank Lloyd Wright of whom Mr. Lescase 
was an exponent of a functional building. 

Our Administrator, Mr. Carmody, had very definite 
ideas of management in the type building to be erected. 
His record will show that he had been in very responsible 
management positions where he had come to the conclusion 
that office work of the type of the R. E. A. was best done 
in a so-called open type loft building, and as a matter of 
record, as long as Mr. Carmody was Administrator, which 
was up until July the 1st of 1939 when he resigned under 
the Reorganization Act and was put in charge of the Fed¬ 
eral W r orks Administration, no separate partitions had 
been made in the design of that building, even for the 
Administrator. 

He believed that everybody should sit out in the open 
and that work of that nature was host done in that manner. 

He cited his experience with the Princess Dress organi- 
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zation in Cleveland, which is a milestone in man- 

206 agement of that type, where everybody works in 
what is termed here in Washington, if it please the 

Court, the goldfish bowl. 

But that was the type building that we asked Mr. Mit- 
tell to build for us. That was the type that Mr. Lescase 
was asked to design, and when Mr. Lescase made some 
sketches Mr. Carmody said, “Now you may go to see 
R. P. C.” 

I knew Mr. Corcoran, who was then an attorney for the 
R. F. C. 

Our agency worked very closely with Mr. McIntyre at 
the White House. 

I had met Mr. Schramm and various officers of the 
R. F. C., because one of the interesting developments in 
the R. E. A. law was that we drew our money from the 
R. F. C. upon the personal check of the President of the 
United States. That is the personal government check. 
And the only time I ever held $100,000,000 in my hand, 
if this has any relevancy, is when there came over from 
Mr. Roosevelt a check for $100,000,000 and it was part of 
my duty to deliver it to the officers of the R. F. C. and if 
this also has any relevancy, we lost it for four hours and 
we were very unhappy for four hours. 

So taking collateral from the R. F. C., we would take 
the notes and mortgages on the lines of these farm cooper¬ 
atives and then pledge them against this $100,000,000.00 
check or whatever the Congress had authorized the 

207 President to make available at R. F. C. 

Some couple of years it was more than that. 

I knew these people pleasantly, so that when I called 
Mr. Corcoran for an appointment with Mr. Schramm, he 
suggested I come over at five o’clock in the evening which 
I did. 

Their offices were then down on—the new R. F. C. Build¬ 
ing had not been completed, it was down off Pennsylvania 
Avenue. What is it? L Street, I think. 
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We went into Mr. Schramm’s office and I explained to I 
him the difficulties of administration of a very rapidly and j 
fast-growing agency, and again, to show its growth over j 
the years, the agency now has loaned about three billion j 
dollars, the difficulties of trying to meet the requirements j 
of the Congress and the President where practically every j 
day was a series of many calls asking that these farm j 
groups get loans, and having the various operating groups j 
trying to be tied together by station wagon, private car,j 
messenger service, the high cost of operation, the fre- j 
quency with which papers landed in the wrong office, and j 
Mr. Schramm finally said, well, he would be willing to ( 
discuss the matter with Mr. Mittell and if Mr. Mittell : 

i 

could come up with adequate funds that he would entertain; 
a request for money, the amount to be later determined by 
the needs of the building. 

But Mr. Lescase had said something over a million. 

I am pretty positive that we did not discuss the 1 
208 precise amount, but it was known that it would be! 
somewhat over a million dollars. I 

I saw Mr. Mittell, I imagine, the next day. 

Now, I am positive I would have seen him. I didn’t! 
see him that night because it was quite late when I re¬ 
turned home and Mr. Mittell asked me then to go out to see 
Judge Brandeis. I 

I had been to see Judge Brandeis on quite a few occa+ 
sions with Mr. Mittell. Judge Brandeis was tremendously 
interested in the rural electrification development and ofi 
late afternoons on several occasions we had gone out there 
and discussed with him the hope that this development in 
rural electrification would really mean a revitalization ojf 
a rural democracv and we had discussed the Foundation 
to some degree. 

I wasn’t too familiar with it except with the fact that 
it was publishing these books and that what the books 
would mean to these cooperative people and the availa¬ 
bility of their distribution through these cooperatives. 


i 


I 
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There were various titles that we were much interested 
in. As I mentioned previously, the David Cushman Coyle 
group, Mr. Henry Wallace had written a book which was 
on cooperatives. 

I think Marquis Childs, “Sweden, the Middle Way,” 
and many of the cooperative ideas that we take now 

209 for so granted, were totally new in American think¬ 
ing at that time. 

The farm cooperatives were just coming into being. 
There was not even adequate legislation in the States to 
organize. 

We had a great corps of lawyers which we needed to 
house who had to go out and get State legislation passed. 
So all of those things were of great interest to Justice 
Brandeis. 

And when Mr. Mittell told him of the possibility of get¬ 
ting this loan, told him the possibility that he hoped to 
find financing, Justice Brandeis said that he would speak 
to Mr. Schramm, that he would also lend his weight to the 
granting of this loan for the sole purpose of building a 
building, as far as I was concerned, for R. E. A. 

Well, quite some time dragged. There was a great deal 
of difficulty over seeing, first, whether this additional land 
could be gotten. It was subsequently gotten. And one 
afternoon Mr. Mittell asked if I would go with him to the 
office of Mr. Harold Sothoron, whom I did not know, and 
there I met Mr. Highfield, Mr. Sothoron, Mr. Lescase, Mr. 
Mittell. 

I don’t believe anyone else was present. 

It was discussed with me, the possibility of renting this 
building by the R. E. A. if it were constructed, and that 
these gentlemen would come into the venture. I told them 
that any rental made by the R. E. A. was subject, 

210 as are all rentals, and I think with but one or two 
exceptions in the Government, from the appropri¬ 
ations made by Congress from year to year, and Mr. Mc- 
Reynolds, who was acting under the Executive Order of 
the President, would demand a very careful contract in 
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the matter and that we would have to abide by his deci¬ 
sions, one as to the amount of rent we would pay, and two, 
the type contract that could be effectuated between the 
R. E. A. and whoever built the building, but that I was 
prepared to go before the Bureau of the Budget and ask 
for money and to Mr. McReynolds and I could show them 
savings in the operation of this agency by having a build¬ 
ing built. 

That was subsequently done. I was made Chairman of 
the Building Committee of the R. E. A. I had a great 
deal to do with the programming of the building. I was 
desirous of certain things in that building which were 
then unique in Washington. 

I made three stipulations: 

One, that we would have 20 lumens of light at desk 
height in artificial or daylight. 

And, Your Honor, I think that is why there is so much 
glass in the building. 

Two, it should have the most advanced air-conditioning 
in the city, that each floor should have its own level con¬ 
trol. We had a modified form of air-conditioning at 
211 Massachusetts Avenue and we never used it because 
we always felt that we were in an abattoir, if I may 
use that expression, and we consulted our own engineers 
and they had looked into the matter and they suggested 
that each floor be controlled as to its loading of the human 
people that were there at any time and as a matter of fact, 
that building still is somewhat of a landmark in air- 
conditioning. 

The third stipulation was that because this was to be a 
monolithic structure and it was also the first monolithic 
structure of its type in Washington and having loft space, 
that it must be completely soundproof, and the acoustical 
ceiling, T am pleased to note, adopted by this Court, is the 
one that was originally adopted by the Longfellow Build¬ 
ing Corporation, which was then unique in building. 

Well, those stipulations were met with the exception of 
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one thing. I didn’t get the lighting I wanted. They didn’t 
have the money to put it in. 

At that time fluorescent lighting was absolutely new 
and the Longfellow Building Corporation did not have 
the money to put in fluorescent lighting that I wanted. We 
had no money except rental money. So today you find this 
very modern building still lighted by old incandescent 
lights which may prove something or other; I don’t know. 

Now, that is the story of the building. 
#*••###«#• 

212 Q. Now, wasn’t it your understanding from Mr. 
Mittell that one of the purposes of this Longfellow 

Building was to furnish income with which he could con¬ 
tinue the purposes of the Foundation? A. Well, I am going 
to say that is a secondary purpose. The primary purpose 
was to get Mr. Mittell something to eat with. Mr. Mittell 
was a good bit of a dreamer. The world doesn’t pay those 
people off well, as you know. It might impress you to know 
that of course Mr. Mittell was not married at that time but 
books weren’t selling. It was a great idea, but it was a 
little early, and I hired Mr. Mittell, which I had a perfect 
right to do, as a consultant to the R. E. A., so that he would 
get some money to live on. 

So while there isn’t any question or there wasn’t any 
question in his mind and there isn’t any in mine, that Mr. 
Mittell wanted to continue this work of publishing cheap 
books, he hoped first of all to find an income to support 
himself with, in my opinion. 

213 Now, I just know those are some of the facts. I 
just know that the Foundation never had enough 

money to pay him. 

Well, they were talking even of $25.00 a week, and there 
were times that the $25.00 a week wasn’t there, and as I 
say, I had grown to admire this man. I had grown to 
like him. 

He had a unique brain and for that purpose and to re¬ 
lieve his necessities—you can examine the payrolls of the 
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Rural Electrification Administration and you will find that 
under the money alloted by Congress that I hired him at 
a consultant’s salary to work out a program for education 
for these cooperatives in the cooperative method, and he— 
well, I don’t remember this precisely but I think he kept 
that consultancy until—I don’t know—I think it was 1941 
when we were so abruptly moved from Washington. 

One of the matters that I used to try and convince the— 
and I didn’t even know them then, the Mount Vernon Cor¬ 
poration, I know them only as Mr. Highfield and Mr. 
Sothoron—it was the fact that while we could only rent 
from year to year, from month to month, we were an 
agency established under a definite tenure by Congress 
and in my opinion they were taking very little risk for 
their money in renting to the R. E. A., because the R. E. A. 
has always been a bipartisan program of the Congress. 

Just this year the Congress overrode the wishes 
214 of the Administration and increased the amount by 

$100,000,000.00 for its appropriation. ! 

So I felt they were not taking much of a chance in agree¬ 
ing to rent to the R. E. A. j 

Of course, I was wrong, but that was my feeling then. 

Q. What do you mean, you were wrong? A. Well, we 
were very abruptly shoved out of Washington and instead 
of having a tenant with a tenure under Congressional act j 
they had a tenant on a basis of whoever the Government 
wanted to put in there and we were moved so fast that we j 
got an order one day and we were practically on our way I 
to St. Louis the next day. 

Why that came about is another matter. 

Q. Why did it come about? A. Unfortunately, Mr. 
Hannegan is dead. Mr. Chester Davis, I don’t know j 
whether he is alive or not but it was a political move 
entirely. 

T still get a little warm when I think of it. Mr. Hanne¬ 
gan went in and promised the world and more to Mr. 
Roosevelt provided they would shove ns out to St. Louis, 
and here was an agency just finding its feet not only moved j 
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with 700 people out there but forced them to buy homes 
because they told us they would never move us back. 

It was an out and out lie. But we were only in that 
building until—no, I think we were moved in June, 

215 as I remember it, something like that. It was over¬ 
night. 

Q. But at that time that the original financing was 
worked out for the Longfellow Building it was your con¬ 
sidered opinion that there was very litle risk involved in 
this venture; is that correct, sir? A. Yes, but also no 
source of income. 

Q. What do you mean by that, sir? A. Well, the R. F. C. 
stated that we would have to find or rather, Mr. Sherman 
would have to find— 

Q. You mean Mr. Mittell? A. I mean Mr. Mittell— 
would have to find someone who would be willing to sub¬ 
ordinate every consideration to their mortgage and this 
was done. They had no control over the rentals. They 
had to repair as we saw fit. They maintained. They had 
no right to say anything about what should be done with 
the income except pay the mortgage but we certainly were 
willing to throw all our weight as an agency in that direc¬ 
tion. 

I still feel that if the war had not intervened the sound¬ 
ness of the venture would have been proven earlier rather 
than have it proved by inflation. 

I think that is all that made this venture successful. 

Q. Don’t you mean to say, Mr. Craig, that the venture 
would have proved just as fruitful? A. I don’t think so. 
Now you are asking— 

216 Q. If the war had not intervened? A. You are 
asking me to express a judgment but I make a lot 

of them every day. I could make this one. But I think you 
had better get some expert. But as a matter of fact, I 
doubt if this agency—and this I know very little about 
except what I have heard recited—but T have had some 
experience in other real estate matters because I handle 
some for my company. I doubt if you could have had a 
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building built at that cost in 1941 which could have been 
refinanced at anywhere near its original cost if inflation 
had not followed this war which nobody predicted and 
nobody expected. 

I don’t think so, sir. 

Q. What I mean by my previous question, Mr. Craig, 
was that in 1939 or 1940 or even up until the time that 
your agency was moved to Missouri, wasn’t it your con¬ 
sidered opinion that this would eventually prove to be an 
income-producing property? A. Yes. Fifteen years. Pro¬ 
vided the government left us in there. Of course, fifteen 
years isn’t so long but it is a long time to wait for divi¬ 
dends and interest on your money. At least it would be 
on mine. 

Q. Had you made these facts known to this group? A. I 
did, sir. Completely, honestly. I explained to them the 
need of the building, what we were trying to do, 

217 and that we were willing to throw every bit of weight 
from—well, the Administration—let me put it that 

way—up and down the line to get this loan and it was 
because that weight was thrown is the only reason in my 
opinion this loan was granted, plus the fact that we found 
some people who were willing to take the chance to the 
extent of whatever they put in. 

I never did know precisely until it was recited in this 
room, the amount of money. 

Q. Yes, but you convinced these, or made every effort 
to convince these people that the risk they may take would 
be negligible? A. Yes, sir, I have been a salesman and a 
teacher all my life, and I have tried to convince 
people. 

218 By Mr. Stetson: 

Q. Mr. Craig, in 1943, say January of 1943, I take it 
you were aware of the fact that the Foundation’s assets 
were liquidated by a sale of the stock in the Longfellow 
Building to Mt. Vernon Mortgage Company? A. Yes, sir. 
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Q. Where were you at that time? A. St. Louis, Mis¬ 
souri. 

Q. How long had you been there? A. June, 1941,1 think 
it w'as. 

Q. And from 1941 until this early part of ’43, did you 
take any part in the operations of the Foundation? A. Yes, 
sir. 

Mr. Stetson, I think I might save you time if I could 
recite to you my relations with the Foundation as a 
trustee. I might answer some of these questions for you. 
If it would be helpful, I would be glad to do it. 

Q. Well, I perhaps could shorten it by asking questions. 
A. Whichever you desire, sir. 

Q. When did you first become a trustee? A. 1940, the 
summer of 1940. 

Q. And you took an active part from 1940 until 1941? 
A. I always took as active a part as I could. 

Q. Did you attend any meetings of the trustees? A. Yes, 
sir. 

219 Q. Do you know about how many meetings? 

A. No, sir, because they were always held at my 
convenience. When Mr. Mittell asked me if I would serve, 
I told him—this may have been unimportant, but I was 
a fairly busy person and that if I could be of assistance' 
and help, I w’ould be glad to serve but, after all, I was a 
government official. There would be no remuneration 
offered or expected. I was doing this in the over-all 
project of trying to do this educative work which I was 
then interested in and still am interested in. 

So the meetings were luncheons, rather they would go 
to lunch with me. They would meet in the evening. 
Matters would need to be decided and thev would ask if 
I could come over in the late afternoon on my wav home. 
I think we even had some breakfasts. 

Mrs. Mittell is a very fine cook and they would tell me 
to come down for breakfast, and we would discuss the 
matters then. It was a matter of my convenience, Mr. 
Stetson, and there were many of them, and I took a very 
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active part in trying to get people interested in this idea 
of small books, and, frankly, I think we antedated the 
Voice of America by a great deal, I know we did. j 

Q. Did you take any part in the activities of the Founda¬ 
tion between the time of Mr. Mittell’s death in 1942 

220 and the end of 1942? A. Yes, sir. 

' i 

Q. What did you do during that period, sir? A. I 
would like to recount my first meeting with Mrs. Mittell 
after Mr. Mittell’s death, if I may. 

Q. Give us the time and the place of that meeting. j 
A. The time was about—I am going to say July 26th; I 
can’t be precisely sure of that. It was about 12 days after 
Mr. Mittell’s death, and it was here in Washington at 
Mrs. Mittell’s home in St. Matthews Court. It was one 

i 

of the unfortunate things, from my point of view, that I 
was out of touch with the office, my home and everyone else 
for five days, during which period Mr. Mittell died and 
was buried. I had been sent to California; in fact, I had 
been in the entire western part of the State by car with a 
couple of engineers, and I had been specifically asked to 
go up into the high Sierras where the REA has a coopera¬ 
tive. The town is Susanville. It is very hard to get to 
look about power supply for what was then to be a 
Japanese relocation camp which Mr. Milton Eisenhower 
was organizing. Mr. Eisenhower and I had served in the 
same Land Use in the Department of Agriculture, unknown 
to everyone, and I could not get a telephone call through, 
although I wired. We got into a car at San Diego, and if 
you will look at your map, it is a drive of several thousand 
miles, and during that period until I arrived at Port¬ 
land— as I remember, it was Sunday night; 

221 Mr. Mittell’s funeral, I think, was Friday or Satur¬ 
day; of that I could be mistaken there. 

I tried to call my wife in Portland. I couldn’t get a line j 
at that time, and it wasn’t until the next morning, and the 
first thing she said to me, she said, “Sherman has died 
and we have tried to reach you, and he is buried.” I 

Well, this was a tremendous shock to me, as I have said, , 
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because, well, I was very fond of the man and had grown 
to know and look on Mrs. Mittell as a sister, and the fact 
that I had not been able to be here was quite upsetting. 
So I took the next plane out of Portland; came to St. 
Louis as quickly as I could; called Mrs. Mittell on the 
phone from Portland. Frankly, she wasn’t able to talk 
very much, but I told her I was coming east as quickly as 
possible and got here about 12 days later. 

We then after a period of time discussed what should be 
done with the Foundation. 

Q. Now is this that meeting the 12 days— A. This is 
that meeting. I am saying it is approximately 12 days. 
It may have been a few shorter; it may have been a few 
more. It is a long time ago. 

And we both decided that in the light of what had been 
the experience of the Foundation, of which I had direct 
knowledge in this period, in the war period, in which the 
Foundation had been unable to find anybody in- 
222 terested in books, that and the fact that— 

The Court: When you say not able to find anyone 
interested in this, do you mean in the Foundation? 

The Witness: In the purchase of books, Your Honor. 

We had tried from the time of Pearl Harbor—there had 
been very small sales before then, but they were growing 
and the Foundation seemed to have a reasonable chance 
of real success if nothing would interrupt its orderly 
acceptance by the public of this idea of small books at a low 
cost. And with the coming of Pearl Harbor, all of those 
people forgot all about purchasing these books. 

As I said, Mr. Mittell was a dreamer. He kept pub¬ 
lishing and publishing and publishing. Every nickel he got 
went to pay expenses out of his own pocket. He was 
working at other jobs paying the expenses of the thing 
that he believed in and dreamed of. I don’t know some¬ 
times how he managed to do it—the credit that he would 
get to publish these books, but he did. Ho convinced 
people of the desirability even of considering it a long¬ 
time return to join in what to him was a great crusade. 
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We knew that the sheer job of editing and cutting a 
standard classic down to the size of a pocket edition de¬ 
mands even today a peculiar type of genius. Mr. Mittell 
was that peculiar type of genius. He w r as able to boil out 
the unessentials and bring the spirit of that book 

223 in a small way, that is, only in size, to people. 

We had no one. I at that time had been com¬ 
missioned by the Air Corps. I had only been granted a 
deferment at the specific request of Senator Norse to 
stay on and train a successor. The then administrator was 
already ill. He subsequently died. I told Mrs. Mittell that 
I could absolutely do nothing as far as trying to help with 
the management. She was so much upset. She felt that, 
(1), she didn’t have this editorial ability and this peculiar 
genius of her husband to carrv it on. 

We then discussed the desirability of having another 
trustee, because I was in St. Louis, and while I got into 
Washington fairly often, since it was our considered judg¬ 
ment that the only hope was to liquidate the Foundation, 
it had no assets of any kind whatever except these books 
and this, in our opinion, worthless stocks, at least in my 
opinion at that time, and we had both known Mr. and 
Mrs. Carraway for a long time. Our families were all 
friends. 

It was suggested that he be asked to serve and, if he 
would accept, become president and then we would take 
such action as quickly as possible, in view of the fact that 
I was going into the Army, to liquidate this Foundation. 

Subsequently, after some of the shock of this very 
sudden death had passed, I came back to Washington, I 
would say, possibly two or three weeks later, and 

224 Mr. Carraway had accepted the trusteeship. 

We surveyed the situation again and tried to see 
if we could, first of all, merchandise these books. 

Now, there was working for UFA at that time a man 
who, unfortunately, also is dead, by the name of Max 
T)roffkoff. Max DreffkofF was an attorney of the City 
College of New York, very brilliant. He was a great 
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friend of most of the Justices of the Supreme Court. He 
had been one of the attorneys for Sears-Roebuck and in 
one of their liquidations had purchased from them a 
furniture manufacturing plant at Valparaiso, Indiana, 
which he operated very successfully. Then he became ill. 
He later died of the illness. It was cancer. He was forced 
to sell his business. He came here, and at the direct request 
of Mr. Benjamin Cohen, who I also knew’ and still do, we 
hired this dying attorney, although he was not to die for 
quite a few years, but he already had the trouble which 
later carried him away, to make a survey of insurance 
problems, which was a very, very difficult situation for this 
agency. 

Mr. Dreffkoff had had an enormous amount of experience 
in merchandising things of all kinds. He was credited in 
the furniture industry with many innovations. He knew 
all of the great merchandising groups in this country, 
Macy’s, Gimbel’s, F. and R. Lazarus, the May Company— 
I recite just a few of them as they come to mind — 
Haldeman Books; that is the first I met those people, 
225 the Garden City people. His duties took him into 
every part of the major urban areas of this country. 
He had met Mr. Mittell socially, casually. I prevailed upon 
him as an errand of mercy and as an interest to myself 
to call on all of these people as he went about his in¬ 
surance work, and he knew’ many of these people 
pleasantly enough to call after hours to try and liquidate 
this large volume of books, and we were unable to sell a 
one at any price or under any conditions whatsoever, not 
a one. 

• I wouldn’t try to estimate the number of calls he made. 
I know’ he called on every principal outlet in this country. 
'We even dreamed up one night a scheme to get Macv’s 
to take windows and flash books at a couple pennies apiece, 
and we couldn’t interest a buyer, and he knew the buyers 
of this country. 

We had high hopes, as I remember. We were going to 
pay the debts of this Foundation, leave a pleasant memory 


171 


on everybody’s mind, which is certainly a pleasant 
memory anyhow, of Mr. Mittell, and we would do it in 
these books. 

Mr. Carraway was to see the Armed Services. The 
USOs were being organized then. All of our efforts were 
fruitless. The only one who had any success whatever 
was Mrs. Mittell, who had interested some people in New 
York to take these books at a ridiculous price and hardly 
more than enough to pay the current operating expenses 
of the Foundation, which went on even though Mr. 

226 Mittell was no longer around. There were the normal 
expenses of the hire of the man who helped the 

Foundation, who when a few remote requests for books 
came in, would wrap the books and mail them. 

There was the warehousing and such other expenses 
and there were quite a few little current expenses left over 
the Foundation. I don’t know what they amounted to now; 

I did at one time—telephone, postage, and the normal 
business expense that occurred. 

This continued into the late fall. I knew, not too directly, 
that is, it was a matter of having no part in the formation, 
that a knowledge thereof of this loan by the Mount Vernon 
Mortgage Company to the Foundation, questions of dis- j 
tribution of stock I had very little knowledge of. I was to 
participate and anticipated participating in no way. So 
Mr. Mittell arranged the stock distribution. It was not 
of direct concern, but it was a matter of very little concern. 

As a matter of fact, I never met Mr. Winn until years after i 
the event, until somebody introduced me and said, this 
is Mr. Winn. 

So it shows you how uninformed I was on that side of 
the operation of the Foundation or, rather, the Longfellow 
Building Corporation. I was neither officer nor related J 
to it in anv wav. Mv knowledge was onlv such knowledge ; 
as came to me from Mr. Mittell as a trustee of the Home j 
Library Foundation. As a matter of fact, I was really on 
the other side of the table as far as the Longfellow 

. i 

227 Building Foundation was concerned. I was in¬ 
terested in solely one thing, having adequate space 


i 

i 


i 
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for the REA at a rental which the Budget Bureau and 
Mr. McReynolds would approve. So that I was not too 
aware of this debt and this pledge of stock in the early 
part of the winter of ’42, but I was aware that increasingly 
Mr. Jelleff, and particularly Mr. Wolff, was a little in¬ 
sistent that they get their money and some other debts 
should be paid. 

Mr. Carraway and I discussed it frequently. Mrs. Mittell 
was not in too good health. She was giving all of the time 
she could to try and find income for the Foundation to 
liquidate its debts and keep herself, and we felt the harass¬ 
ment of these debts should be met and liquidated as 
quickly as possible, and in the meantime Mr. Carraway 
informed me that he had been drafted, or had been drafted, 
and his last deferment was passing and he would be 
going into the Army. 

So we sort of felt we had to take some action pretty 
fast to get these debts paid, in view of the fact that the 
debtors were becoming more insistent. We failed as far as 
the liquidation of the books was concerned. 

Now as to the matter of the stock, sometime in early 
December I was in here, in Washington, as I came in 
quite frequently to consult the Secretary, who by that time 
was Mr. Wickard, as to the loan program of the REA, and 
either then or later—now this I can’t be sure of—Mrs. 
Mittell said, “Do you think we could get anything out of 
that stock?” 

228 And I said, “What stock?” 

She explained to me that the Foundation had some 
stock pledged for a loan and it might be a source of some 
revenue or, rather, some money to meet these debts. 

I am not sure whether I discussed that with Mr. Carra- 
wav or not; I mav have. I always saw Mr. Carrawav 
when I would come in. We always didn’t have formal 
meetings as such. We met, discussed the matters, some¬ 
times talked with Mrs. Mittell by phone together or went 
up to her home and saw her. As T recall it, either singly 
or jointly with Mr. Carraway, I suggested to Mrs. Mittell 
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that she might try to see whether there was any value in 
that stock that we could meet this situation. 

Q. When was that suggestion made, sir? A. Sometime 
in early December. I know it was early December, be¬ 
cause I was back in St. Louis for Christmas, and I was 
back sometime before Christmas. The only way I can fix 
it, the REA to this day still has a big Christmas party 
around the 15th of December, and I know I was there for 
that. I know it was prior to that. 

Now, during the first week of January, and again I 
cannot give the precise date, but it was a work day and 
it was towards the latter part of the week, as I recall, I 
had a call in the evening from Mrs. Mittell, stating that 
she had persuaded Mr. Highfield to go before the Board 
of the Mt. Vernon Mortgage Company to purchase 
229 this stock and that they had offered her $25,000. 

I told her that wasn’t enough, that we would still 
have some debts. 

Incidentally, I might say in all of these conversations, 
both formally and informally, Mrs. Mittell reiterated time 
and time again that the $12,000 that she had loaned the 
Home Library Foundation should be forgotten as far as 
she was concerned. She was willing to go to work. She 
was planning to go to work. She wanted to get this burden 
off her hands as quickly as possible and take a job to 
support herself and her son, and that as far as she was 
concerned, when that was done, this was the end of this 
episode. 

I told her I would call Mr. Highfield, which I did the 
next morning. I called Mr. Highfield. I told him that I 
had not been too clear about this stock, as I remember, 
and that I did call Mrs. Mittell. I said Fannie had said 
that he had persuaded his board to pay $25,000 for the 
stock, and I certainly didn’t say to Mr. Highfield I don’t 
believe it. 

T said, “Now, Bob, you know that isn’t enough. We 
have debts of approximately $28,000, and it isn’t going to 






do any good to pay part of them, and we can’t get any 
money out of these books.” 

We argued quite a bit. He informed that the board had 
been very reluctant to buy them at any price, that as far 
as he was concerned, why didn’t we try to find some other 
purchaser. 

230 I told him that that was impossible. There wasn’t 
any other purchaser, in my judgment, there just 

wasn’t. The matter was a question of whether they, 
having all of the money that they had invested, were 
willing to go a little further and, frankly, I appealed to 
his emotional side. I told him that he had promised when 
I had been here in July seeing Mrs. Mittell, that we both 
promised Mrs. Mittell that we would both try and do 
everything possible to try and make up to her for the loss 
of her husband and that I was going to demand that he 
redeem that promise and that he return to his board of 
directors and try and get more money. 

Then I asked him how many shares are pledged. 

He told me 933, but 94 shares belonged to Mr. Mittell and 
that the Home Library Foundation had only called on 
approximately 837 shares. 

I re-figured with him. 

I said, well, what were you offering as to price per 
share ? 

He said, $30. 

I said, will you try and pay $33.50, and I fixed the price, 
Your Honor. I figured there that we needed $28,000 to 
meet these debts and meet his debt. We argued some 
more. I told him that I was going to call Mrs. Mittell and 
tell her that I had his promise for $28,000. 

He said, you haven’t anything of the kind. I 

231 can’t make such a promise. 

I said, do I have your promise to go to the board? 

He said that you have. But I advise you to try and find 
some other wav to get rid of this stock or raise additional 
money meet these other debts. And he also said that as 
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far as lie was concerned and the Mt. Vernon Mortgage 
Company, the $12,000 should not be considered as an ob¬ 
ligation that would be put up on January 15th, which we 
w r ould have to meet or lose this stock, that they were 
willing to extend this loan. 

I called Mrs. Mittell. I told her that Mr. Highfield was 
going to meet with his board and try to get $28,000. 

1 then called Mr. Carraway and informed him of the 
matter. I then called by this time, I think it was late 
afternoon, Mr. Highfield back and he told me he had not 
been able to get his board together. 

I asked him if he would still try, that we were much 
concerned and disappointed that this thing had to even be 
delayed. We were hopeful that we could get this matter 
settled very promptly, because of the imminence of these 
Army calls, and that I would call him that evening. 

I called him that evening and he said he was still not 
able to get the board together and that he would get them 
together the next day or as soon as he could. 

I again reiterated the pledge he had made. I told him 
that in Mrs. Mittell’s judgment and Mr. Carraway’s 
232 judgment, expressed to me by telephone, we had no 
way to find another purchaser for the stock, that 
the other two creditors were becoming even more insistent, 
that we did not want a lawsuit and, I think I said this, that 
Mrs. Mittell, or Fannie, had been badgered enough about 
this thing, and if he was going to make good the promise 
he had made, make it good or shut up; in fact, I was some¬ 
what annoyed. My argument with him was that they had 
gone this far, that a few thousand dollars more was not 
going to make them or break them, that they had gambled 
to this extent, that in my opinion they would wait a long, 
long time for the money, but that this was the good deed. 

Some days later, I think two or three, Mr. Highfield 
called me and Mrs. Mittell called me and said the board 
had agreed to pay $28,000, which was done. 

Later, I think the latter part of January, I came in here 
again and talked to Mr. Carraway and Mrs. Mittell. I 
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certainly concurred in it. 1 couldn’t be there for the 
meeting in which we voted Mrs. Mittell the shares. I cer¬ 
tainly concurred in it and agreed with it wholeheartedly 
and, in fact, I remember saying, “Fannie, there is very 
little that Sherman ever got out of the Home Library 
Foundation, but this may serve to educate Timniie, and 
you deserve it. It is returned to you.” As a matter of 
fact, 1 knew of the payment of the $12,000 of the loan, 
I mean, the $12,000 which Mr. Mittell had paid the print¬ 
ing bill, because I sort of felt implicated in that 
233 $12,000 to Judd & Detweiler. As I recall, it was to 

pay for a book which I had more or less requested 
be printed, which was entitled Rural America Lights Up, 
and which was written by the former administrator, Harry 
Slattery, and I was embarrassed because we were going 
to find enough sales to pay the printing bill, and we 
couldn’t even do that. And this $12,000 which had come 
to Mr. Mittell, which was to be Mrs. Mittell’s, was paid 
to Judd & Detweiler to keep them from getting too im- 
portunious about this debt. 

So in my own mind, I certainly agreed with the action 
of the other two trustees and the action in voting Mrs. 
Mittell that stock. 

Later we tried to pay all the debts, which was done. The 
rest of the books were sold for junk. They were loaded 
like corn out of a crib, a penny apiece. We met in 
December. I couldn’t get a hotel room. I called Mrs. 
Mittell late at night. I got in here from St. Louis. It 
was snowing; it was bad. She asked if I would want to 
stay out there. I went out and stayed at Woodlawn and 
the next morning Mr. Carrawav came out. We had the 
meeting and, as far as I was concerned, that is all forever 
and a day the affairs of the Home Library Foundation. 
There wasn’t any question in anybody’s mind but that 
ended it. 
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235 By Mr. Stetson: 

Q. Mr. Craig, isn’t it a fact that you told an agent from 
the Federal Bureau of Investigation when interviewed 
about this case that you did not know the details of 

236 the sale of the stock by the Foundation to Mt. 
Vernon? 

Mr. Denit: He hasn’t testified he was interviewed by 
anybody yet. I object to the question. j 

Mr. Stetson: I am laying the groundwork for impeach¬ 
ment, Your Honor. j 

The Court: Very well. j 

The Witness: It could be, but if I did, I was totally j 
wrong. j 

By Mr. Stetson: j 

i 

i 

Q. Isn’t it a fact that you told an agent from the Federal ! 
Bureau of Investigation that you did not discuss the sale 
with Mrs. Mittell or any of the Mt. Vernon officials at that 
time? 


The Witness: I may have said that, but if I did, I was 
totally wrong. If the Court would like, I can make an 
explanation. 


By Mr. Stetson: 

i 

i 

Q. Suppose I continue my questions, then you can 
explain. 

Isn’t it a fact that you told an agent of the Federal j 
Bureau of Investigation at some time that you were not j 
aware of the value of the stock or of the price at j 
237 which it was sold, nor were you aware that the 100 j 
shares of stock had been transferred to Mrs. Mittell? 


A. Oh, no, I never said any such thing. 

Q. Isn’t it a fact that you remarked that you were not! 
proud of your activities as a trustee and that you felt that : 
vou did not act like a good businessman at all and that vou! 
relied on vour good friend Mrs. Mittell and assumed that ; 

* o 
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she had relied on advice of attorneys before taking any 
action relative to the disposal of the Foundation’s assets 
or payment of its liabilities? A. I do not recollect making 
any such statement of that type. Now if the Court will 
permit me, I would like to make a statement about the 
statements read. 

Hair came to see me when I had just come out of 
the hospital, where I had been very, very seriously ill. I 
had 50 transfusions. I had been in the hospital for quite 
some time. 

Q. When was this? A. Well, I don’t remember the date. 
Would you give me the date? It was 1950 something. I 
can fix it very precisely from my records. I had been ill. 
I told Mr. Hair that I was in no condition to talk about 
anything, and if he says I said that, all I can say is that 
he is wrong, because he got the wrong import of whatever 
I meant to give him. I made no such statement, because it 
couldn’t be true. 

238 The Court: At the time you were talking to Mrs. 

Mittell about this stock, did you find out how much 
stock the Foundation owned in relation to the total number 
of stock shares outstanding? 

The Witness: I did not, Your Honor, not from Mrs. 
Mittell. I did from Mr. Highfield, what had been pledged 
for this loan. 

The Court: Not what had been pledged, but did you 
find out what proportion of the total stock outstanding 
the Foundation owned? 

The Witness: I never knew. Your Honor, that the 
Foundation really owned any stock except that given it bv 
Mr. Mittell. 

The Court: Whatever source they got it from. I am 
trying to find out— 

The Witness: Yes, and I am trying to be very responsive, 
Your Honor. No, I did not. When Mrs. Mittell called 
me, she informed me that an offer had been made in the 
sum of around $25,000, and I called her attention to the 
fact that her debts were over that. 

The Court: Go ahead, Mr. Stetson. 
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By Mr. Stetson: 

Q. Did you make any effort to find out what the book 
value of the stock was at that time, namely, in December 
’42 and January ’43? A. No, sir. 

239 Q. Did you know what the book value was ? A. In 
my own mind. 

Q. What, in your own mind, was the book value of that 
stock, sir? A. Worthless. 

Q. You didn’t know anything about the financial affairs 
of the Longfellow Building Corporation? A. No, sir. 

Q. You made no effort to find out, sir? A. Well, I knew 
the basis upon which the building had been built, as I have 
recited. 

Q. I mean, as of 1943. 

***••#•**• 

The Witness: Your Honor, I have never seen and knew 
nothing about the income and expenditures or the financial 
organization of the Longfellow Building Corporation after 
the matter of its inception and the beginning of a building, 
and the statement to me, as I recall, by Mr. Mittell that 
there were to be shares in the building which he would use 
to interest money to try and get the building built. How 
they were distributed—the fact of the matter that 

240 Mr. Thurman had any shares in the matter was a 
complete surprise to me some years later, because 

I had never met Mr. Thurman in my life up until, I would 
say, ’44 or ’45; it may have been later than that. So I had 
no knowledge directly, but I did have knowledge of the 
rental agreement, because I had to approve it for our 
budget officer. I had talked to Mr. McReynolds about the 
rental, because with the departure of Mr. Carmody and 
the appointment of Mr. Slattery, certain changes were 
asked in the administrative floor, the eleventh floor of the 
building, which necessitates money, and I had to have per¬ 
mission to incorporate that into the rents. As a matter 
of fact, Mr. Slattery wanted a private washroom— 
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The Court: Sir, he was asking you about 1943, and that 
was what his question was directed to, 1943. 

The Witness: I had no knowledge of the books of the 
Longfellow Building Corporation at that time, no, but I 
did have a basis for judgment of the worth of the stock 
in my own mind. 

By Mr. Stetson: 

Q. Did you make any effort to find a purchaser of this 
stock? A. Not directly, no, sir. 

Q. Indirectly? A. Yes. 

Q. How? A. I asked Mrs. Mittell and Mr. Carra- 
241 way whether they knew of anyone that we could 
interest in the stock. Their answers were no. 

Mr. Stetson: Nothing further, Your Honor. 

245 The Court: All right, Mr. Stetson. 

Mr. Stetson: I would like to call Mr. Arthur May. 

Thereupon— 

Arthur A. May 

was called as a witness and, after being first duly sworn, 
was examined and testified as follows: 

Direct Examination 

By Mr. Stetson: 

Q. Kindly state your name and address for the record, 
please. A. Arthur A. May, 3445 South Utah Street, 
Arlington, Virginia. 

Q. What is your occupaton, Mr. May? A. I am chief 
appraiser for Public Building Service, General Services 
Administration, United States Government. 

246 Q. How long have you been so employed? A. Since 
1950. 

Q. Mr. May, what is your profession? A. I am a real 
estate appraiser. 
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Q. How long have you been doing that, sir? A. Since 
1921. 

Q. What organizations are you a member of in con¬ 
nection with your profession? A. I am a member of the 
Washington D. C. Real Estate Board, the National Asso¬ 
ciation of Real Estate Boards, and the American Institute 
of Real Estate Appraisers. 

Q. Do you hold any office in any of those? A. I am a 
member of the governing council of the American Institute 
of Real Estate Appraisers. 

Q. Have you written any articles or books on the subject 
of real estate appraisal? A. Yes, I am the author of a 
book entitled, “The Valuation of Residential Real Estate,” 
published by Prentice-Hall. 

Q. Do you contribute to any trade journals or any pub¬ 
lications in the field of real estate appraisal? A. I am a 
frequent contributor to journals and publications in the 
business and particularly the Appraisal Journal. 

Q. And are you not a member of the editorial board of 
the Appraisal Journal? A. I am. 

247 Q. What degrees do you hold, sir? A. I hold a 
» Master of Science Degree from Detroit Institute 

of Technology, which is an honorary degree given me for 
research in the field of land economics. 

‘ Q. Have you ever taught in any college or university 

in the field of real estate appraisal? A. I have taught 
courses in real estate valuation since 1937 at a number of 
* the principal colleges and universities. 

Q. Would you care to name them? A. Yale, Tulane, 
r Northwestern, the University of California, Leland Stan¬ 

ford University, and the University of Southern California. 
I am presently a member of the faculty of the depart- 
► ment of business at American University where I teach 

real estate valuation. 

Q. Where? A. Washington, D. C. 

Q. Now, how many buildings of the type of the Long¬ 
fellow Building would you say you have appraised in 
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your experience as a real estate appraiser? A. Well, 
the best answer I can give is several hundred. 

Q. What method does a real estate appraiser use in 
arriving at the appraisal of real estate, improved real 
estate? A. Well, counsel, he usually uses what are 

248 known as the standard three approaches to value. 

Q. What are those three approaches to value, 
sir? A. Well, first is the approach of cost, on the assump¬ 
tion that at some moment in time cost is reasonably 
equivalent to value. 

Cost less accrued depreciation plus land value is found 
by comparison, the answer usually being known as market 
value as indicated by depreciated reproduction costs. 

Q. Now t , is that in and of itself determinative of value? 
A. No, not by itself. 

Q. What other factors would you consider in arriving 
at the value of improved realty? A. In the case of an 
investment property you would certainly use the income 
approach to value, which teaches that the value of the 
property is indicated by what it produces in the form of 
net income. 

• *#••••••• 

Q. I believe you mentioned there were three methods. 
WTiat other method vrould you use in determining the 
value of improved realty? A. I would use what is known 
as the comparative approach. In other words, I 

249 would attempt to find buildings similar to the build¬ 
ing under appraisal, which had been sold or had 

recently been built at about the time of the appraisal date 
of the subject building, and attempting to make a com¬ 
parison of those with the one under appraisal. 

Q. Now, you have given us three approaches to value. 
Is any one of them determinative, in and of itself, of 
value? A. In my opinion, no. 

The market value must lie well in the field of opinion 
based upon the experience of the appraiser, but these are 
indicators which help to confirm his opinion. 
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Q. Mr. May, have you appraised the Longfellow Build¬ 
ing? A. I have. 

Q. When did you make that appraisal, sir? A. March 
15, 1954. 

• #*•**•**• 

Mr. Magee: May it please the Court, may I ask the 
witness a few questions before he expresses an expert 
opinion on this matter. I don’t think he is qualified yet to 
express what is the value here of stock. 

250 The Court: I think that this -witness is being ex¬ 
amined with reference to the valuation of property 

as distinguished from stock thus far. 

Mr. Magee: Your Honor, the only issue involved in this 
case is the value of certain shares of stock which were sold 
in 1940 and 1943. We are concerned with the value of that 
stock on the market, not with the value of assets that may 
have been behind it, and this is completely an erroneous 
approach, I submit, to permit the valuation of a building 
as distinguished from putting in the fair market value 
of the stock which was sold. 

The building has never been sold. We are concerned with 
the value of the stock which was sold on two dates, 1940 
and 1943. 

I would like to have the opportunity to show that this 
witness is not qualified to express an opinion on the value 
of the stock. 

The Court: You may not examine him at this time. The 
objection is overruled. 

By Mr. Stetson: 

Q. Mr. May, will you kindly tell us what you did in 
appraising the Longfellow Building? How did you go 
about it, sir? A. Well, my directive was to find the value 
of this building as of January, 1943. As a conse- 

251 quence therefor I examined all of the pertinent data 
with respect to the real estate economy as it per¬ 
tained to office buildings as of that time. 
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First of all I explored the cost approach to value. When 
I say I explored it, I estimated what it would cost to 
reproduce that building: new, together with the land, in 
1954. I then adjusted my cost index on the basis of 
reliable indicia to reflect what the construction cost would 
have been in 1943. 

I additionally explored all land sales I could find along 
Connecticut Avenue at about the same controlled date, 
namelv, Januarv, 1943. 

And from those data I arrived at a conclusion of values 
as indicated by reproduction costs. 

Secondly, I explored the value of the building based on 
the net income, which it would have produced in 1943, 
based on operating statements both of the Government 
lessee and the lessor, which had been furnished. 

Thirdly, I compared the value of that building with other 
buildings in the District of Columbia where construction 
had been completed as of about the approximate date as 
the Longfellow Building, or where the building had been 
sold at about the same time as the appraisal date, Jan¬ 
uary, 1943. 

I arrived, therefore, at three opinions of value by the 
results of these approaches. And from those and the com¬ 
parison, one with the other, I arrived at a final 
252 figure of value. 

Q. And what was that final figure? A. $1,800,000. 

The Court: Now, this is as of what time? 

The Witness: January, 1943, Your Honor. 

By Mr. Stetson: 

Q. Mr. May, did you prepare or direct the preparation of 
an appraisal report in connection with this appraisal of 
the Longfellow Building? A. I did. 

Q. And do you have that report with you, sir? A. I 
have. 

Q. Would you kindly produce it? 

Mr. Stetson: I ask that this be marked as Plaintiffs’ 
Exhibit No. 4 at this time. 
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(Thereupon, the document referred to, Appraisal Report, 
was marked Plaintiffs’ Exhibit No. 4 for identification.) 

Mr. Stetson: Your Honor, I offer this report of Mr. 
May’s appraisal in evidence at this time. 

Mr. Magee: May it please the Court, it is the opinion 
of the expert that is admissible; not his report. We haven’t 
seen the report. 

Mr. Stetson: I will be glad to furnish him a copy of it. 
The Court: Have you given Mr. Denit a copy? 

253 Mr. Stetson: I will see if I have another copy, I 
Your Honor. 

The Court: Mr. Marshal, will you hand the original— j 

Mr. Stetson: I can let him use mine. i 

! 

Mr. Magee: Counsel has indicated he might like to j 
go ahead with the witness. We will defer looking at this j 
exhibit until he completes the examination of the witness, j 
if he desires. j 

The Court: I would think what he is going to ask the j 
witness would depend somewhat on whether this is ad- j 
mitted or not admitted, so I think you had better complete j 
your examination of it. 

Mr. Denit, would you and Mr. Magee like a recess of ten ! 
minutes or so to look at the paper? 

Mr. Denit: I would appreciate it, Your Honor, because 
this is a very detailed report of some thirty odd pages j 
long and obviously it is impossible to even hit the high j 
spots. 

The Court: Verv well, we will take a recess of sav 

• * i 

fifteen minutes. 

i 

i 

(Thereupon, a short recess was had.) j 

* # # * * * * • * #j 

256 By Mr. Stetson: 

Q. Mr. May, did you investigate the assessed value for 
tax purposes of the Longfellow Building? A. I did. 

Q. How did you do that, sir? A. By reference to the j 
work books of the District Assessor. 

*#•••• 

i 

i 

i 


i 
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258 Mr. Denit: I am just told that we do not have the 
tax receipts in court. We can get them, however. 

We do have a list of the assessments against this property 
for 1941, ’42, ’43, '44 and other years. Now, I am per¬ 
fectly willing to give to my friend on the other side 

259 what this statement discloses as to the assessment 
for land and building for ’41, ’42, and ’43. 

In 1941 the land was assessed at $358,820, the building 
for $1,500,000, or a total of $1,858,820, and that same 
assessment was made for ’42 and ’43. 

The Court: Then do I understand that all of you stipu¬ 
late as to that, that that is the assessment? 

Mr. Magee: Yes, Your Honor. We are not questioning 
that that is the assessment. 

Mr. Denit: We rely upon that as the assessment. It 
is the information we have assembled. 

Mr. Stetson: It is also the information that I asked 
them to stipulate to, Your Honor. 

The Court: The record should be clear. He asked for 
a stipulation and Mr. Magee says he agrees, but you 
haven’t said as yet, Mr. Denit. 

Mr. Denit: I thought I had. We do agree. W 7 e produce 
that as authentic information. 

• #•••••••• 

260 Q. Did you take this figure that I have recited 
into consideration in arriving at your valuation of 

$1,800,000? A. As an index to market value, no, except 
in so far as my experience shows that, generally speaking, 
assessed values on this type of property in the District are 
usually lower than market values. 

The Court: Do you have the frontage and depth of the 
area of the land? 

The Witness: Yes, Your Honor. May I refer to my 
notes ? 

The Court: Yes. 

Mr. Denit: Are you referring to notes or a copy of this 
report that has been excluded? 
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The Witness: I am referring to my report. 

Mr. Denit: We object to that. 

The Court: He asked the Court if he could refer to his 
notes, and the Court said that he might if he needed to, 
to refresh his recollection. 

261 Mr. Denit: Yes, Your Honor, but the point I 
make is that these are not his notes. 

The Court: Did you prepare them? 

The Witness: Yes, I did personally. 

The Court: Well, you may refer to them. 

The Witness: Answering your question, Your Honor, 
the site fronts approximately 180 feet along Rhode Island 
Avenue and approximately 87 feet along Connecticut, and 
according to my estimate, contains approximately 17,941 
square feet of land. 

By Mr. Stetson: 

Q. Mr. May, did you take into consideration the neigh¬ 
borhood of the Longfellow Building? A. I. did. 

Q. Would you tell the Court, sir, the factors in regard 
to the neighborhood data that you took into consideration 
in reaching your appraisal of this building? 

Mr. Denit: We object to that. The witness says he 
made his appraisal, was asked to make an appraisal, on 
March 15, 1954, which is 14 years after the Longfellow 
Building was started and 13 years after it was occupied 
by the Government. Now we certainly can’t take into 
consideration conditions existing in 1954. 

The Court: I understood the witness to say that his 
appraisal was made as of ’43, January of ’43, and I take it 
that these questions relate to that period. Do they 

262 or do they not? 

Mr. Stetson: Your Honor, I submit that if there 
has been a change of conditions, that it is up to the other 
side to point out in what respects those conditions have 
changed. However, I am quite willing for the witness 
to testify as to conditions in 1943, if Your Honor so rules. 
I do think it is incumbent upon him to testify as to con- 
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ditions existing at the time lie made his appraisal and 
then it is incumbent upon somebody attacking that ap¬ 
praisal to show that those conditions have changed. I 
believe that is the law, Your Honor. 

Mr. Denit: That never was and never can be the law. 

The Court: I take it that we are all more or less familiar 
with that neighborhood. It is right here in downtown 
Washington. 

Mr. Denit: We are today, Your Honor, but that has 
nothing whatever to do with conditions in 1943. 

Now this gentleman says he didn’t take up employment 
with the Government until 1950. There is no indication 
that he was even in Washington in 1943. 

The Court: When did you first become affiliated with 
Washington, the Washington area? 

The Witness: I became a resident here, Your Honor, 
in 1946. 

The Court: A resident here? 

The Witness: A permanent resident of Virginia. 
263 The Court: But I understood you to say you 
had been in the real estate business since— 

The Witness: 1921, Your Honor. 

The Court: Where w’as that? 

The "Witness: In Detroit, in the midwest. 

The Court: You came to this area first in ’46? 

The Witness: I became a resident here in ’46. 

The Court: Well, I will overrule the objection. I don’t 
think there has been enough change there that can’t be 
easily established what they are. 

Mr. Denit: But, if Your Honor please, may I make this 
further observation: The burden of proof is upon the 
plaintiff in this case to establish the conditions at the time. 
There is no burden on the defendant to establish that there 
is a change of conditions after that time. The burden is 
upon the plaintiff to show 7 exactly what conditions existed 
there then, and it isn’t up to us to show’ that there is an 
error in that. First of all, w’e have got to have the 
conditions established, and everybody know’s, I think, who 
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has lived in Washington, that if there has been an area 
in the city where there has been more development than 
that area, it would be in the 15th and II and 14th and H 
sections of town. It so happens that I have been here 
all my life, but that hasn’t anything to do with the ruling 
on this question. 

I submit to Your Honor that this man positively 

264 couldn’t know what the conditions were in ’43 be¬ 
cause he didn’t come here until ’46. 

********** 

The Court: The objection is overruled. You may answer. 
The Witness: What is the question, please ? 

The Court: Read the question to the witness. 

(Question read.) 

Mr. Magee: May I join in that objection of Mr. Denit, 
Your Honor, and add that I still respectfully submit that 
this is the wrong approach to the valuation of the stock 
transaction in 1940 and 1943, particularly to let this 

265 witness testify as to the conditions that he examined 
when he made his appraisal about a month ago. 

The Court: The objection is overruled. You may answer. 
The Witness: The neighborhood as of the valuation 
date, 1943, as I remember it, had been definitely established 
as a commercial area. Connecticut Avenue had developed, 
even at that time, with a sprinkling of luxury shops and 
that development had been amplified as early as 1946, 
when I was a tenant in the building. The area is strictly 
a commercial area. 

By Mr. Stetson: 

Q. You say you were a tenant in the Longfellow Build¬ 
ing? A. In 1946. 

• **••••••• 

Q. Now, tell us something about the building itself, Mr. 
May. How big is it? A. Well, I have already recited for 
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Her Honor the dimensions of the land. The building 

266 occupies a site at the northeasterly corner of Rhode 
Island and Connecticut. It contains approximately 

200,000 gross square feet and it has a net rentable area 
of about 155,400 square feet. It contains approximately 
1,900,000 cubic feet. 

• #•#•••••• 

It is 12 stories in height, with one basement, and it is 
characterized by setbacks at the 10th and 11th floors and 
also by candelabraed balconies on the Connecticut Avenue 
side. The building was originally built, as I see it, to house 
shops on the first floor, but I am informed that as of the 
valuation date, January 1943, it was entirely occupied 
by Government offices. 

Mr. Denit: We move to strike that out. 

The Court: Very well, the motion is granted; that is, 
only to strike with reference to the first floor. 

Mr. Denit: What he is informed. 

The Court: Yes. 

Mr. Stetson: Do you care to stipulate to that? 

Mr. Denit: No. 

• *•*•••••• 

A. Well, when I was a tenant in the building in 1946, 
my observation indicated that the building was built to 
house shops on the first floor and offices above. 

267 As to the construction detail, the beams are of 
concrete and the pillars are concrete, with steel 

cores. It is a somewhat unusual type of construction. 
The floor load is carried by these concrete columns. The 
floor loads are concrete slabs. The finish is of buff 
colored brick, and the roof is slag or built up. The 
windows are of steel. The corridor floors are terrazzo, 
and the work floors are, of course, concrete slabs them¬ 
selves. 

The building is air conditioned, with a carrier centrifugal 
system, which was a part of the original installation. 
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The building is heated by low pressure steam boilered, 
fired by oil burners. 

The ceilings are treated with acoustical tile. 

The Court: Did you say tile? 

The Witness: Acoustical tile. 

There are five elevators servicing the building as of 
the date of my appraisal and as of the date when I was 
first a tenant in the building in 1946. 

By Mr. Stetson: 

Q. Mr. May, I believe you testified earlier that one of 
the approaches to valuation was the comparative approach; 
is that correct, sir? A. That is correct. 

Q. What comparisons did you make in that ap- 
268 proach in this case? A. Well, counsel, I selected 
four buildings in Washington which I thought were 
comparable as to location, comparable as to use, where 
the buildings had either been completed at about the same 
time as the Longfellow Building or had been sold at about 
the same time. 

Q. Before you go further, did you, when you selected 
these buildings, give any regard as to the cost or the in¬ 
come from those buildings or did you select them purely 
on the basis that you have stated? A. I selected them 
purely on the basis I have stated. I assumed that the 
cost of the buildings as of the time they were completed 
or that the sales price as of the date of sale was an indica¬ 
tion of value. 

Q. What did the comparison indicate, sir? A. Well, 
it indicated that there was a norm of value for those 
buildings which compared reasonably with the norm of 
value that I found in the Longfellow Building. 

Q. When you say norm of value, what do you mean by 
that, sir? A. In analyzing these comparisons I took, for 
example, the construction cost of the building to include 
the land. I abstracted out of the sales price the land 
value and allowed the residue to represent building value. 
I then divided that building value by the volume rentable 
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square feet in the building, reducing those values to 
269 a unit value per square foot of rentable area, and 
upon that basis I made my comparison. 

Q. Would you be good enough to give us the results of 
those comparisons, naming the buildings here involved 
and the per square foot rentable area values? A. I found 
that in the case of the Washington Gas Light building— 

Mr. Denit: Where did you get this, from what some¬ 
body told you, sir? 

The Witness: I got this off the records of the District 
Assessor, counsel. 

Mr. Denit: You got the rents from the buildings from 
the District Assessor’s office? 

The Witness: I wasn’t dealing with the rents here. I 
■was dealing with the cost of the building. 

Mr. Denit: We object to that, if the Court please. Every¬ 
body knows that building permits are issued from day to 
day for buildings that cost $15,000, when they wind up they 
spend $100,000. This witness is not in position to tell 
Your Honor except upon reliance on hearsay evidence. 
• #**•••••• 

271 The Court: In the building trades, there is a 
cubical content rate for business properties in spe¬ 
cified areas, is there not? 

The Witness: That is right, Your Honor. I did not 
deal with that. 

The Court: You didn’t proceed on that basis? 

The Witness: I did not. 

The Court: But, I understand, you used some figures 
that you got as the basis for the costs of the building or 
did you use the assessment figures? 

The Witness: No, I did not, Your Honor. The assessor 
keeps rather complete records in his office— 

The Court: Yes, I know that. 

The Witness: —in addition to assessment records. That 
is, he keeps records of sales and he keeps records of the 
construction cost of new buildings. I obtained my figures 
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from him and then I applied my own opinion as to whether 
or not the cost was rational, and that is the basis from 
which I worked in the study of those four compara- 

272 tive buildings. 

The Court: Well, I will overrule the objection. 
You may answer. 

The Witness: I took the Washington Gas Light build¬ 
ing, which was completed in December, 1942, and I esti¬ 
mated the cost of the building and added thereto the value 
of the land to get at the value of the building at the time 
of completion. Then I subtracted from that over-all cost 
figure the value of the land and arrived at what I term 
a residue of building value. That figure I divided by the 
number of volume square feet of rentable area in the build¬ 
ing to arrive at a unit building value per square foot. 

By Mr. Stetson: 

Q. You mean per square foot rentable area? A. 

273 Right. 

Q. What was that value, sir? A. $8.00. 

Q. What other building did you consider? A. I studied 
the Maritime Building, known also as the United States 
Monetary Fund building, located at 1818 H Street, North¬ 
west, construction of which was completed in December, 
1941. I applied the same process here. I assumed that 
the cost of the building plus the value of the land at that 
time was indeed the market value of the property. I 
subtracted the land value from the total value, arrived 
at a residue building value, and I divided into that figure 
the volume square feet in the Maritime Building and arrived 
at a unit cost of $8.00 per square foot of rentable area. 

Q. And did you have another building in mind? A. 
I applied the same process in the case of the Normandy 
Building, at 1626 K Street, Northwest, which was sold on 
October 11, 1942, according to my investigation—assumed 
that the sales price was the market value of the property 



and, by this same process of analysis, arrived at a unit 
value per square foot of rentable area in the building 
of $7.00. 

Q. And did you take into consideration any other build¬ 
ing, sir? A. Yes, sir. I used the Commonwealth Building 
at 1623-25 K Street, Northwest, the construction of 

274 which was completed in December of 1942. By the 
same process of analysis, I arrived at a unit value 

per square foot of rentable area in the building of $8.00. 

Q. Did you apply the same process to the Longfellow 
Building, sir? A. I did. 

Q. And what was the result of that? A. I arrived at 
a unit value of $8.00 per square foot. 

275 Q. Now, Mr. May, of these four comparative 
buildings that you have mentioned, namely, the 

Washington Gas Light building, the Maritime Building, 
the Normandy Building and the Commonwealth Building, 
you have now shown us that three of the four, the building 
value per square foot of rentable area, was $8.00 and in 
the fourth, it was $7.00, and that in the case of the Long¬ 
fellow Building it was $8.00. 

Now, what does that indicate so far as your approach 
to the value of the Longfellow Building is concerned? A. 
Well, it would indicate to me that they are comparable as 
to value on a unit basis. 

Q. Mr. May, would you say that the ability to secure 
mortgage financing is a factor in valuation of realty, 
improved realty? A. Yes, sir, I think it is. 

Q. And did you consider that factor in arriving at your 
valuation of $1,800,000? 

276 Mr. Magee: May it please the Court, if we are 
going into the refinancing of this building years 

later, I think that is completely irrelevant and immaterial. 

The Court: Sir, this is on the question of value, as I 
understand it. 

Mr. Magee: Yes, but he is asking about refinancing of 
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the building, and that has to have occurred years later, 
Your Honor. 

Q. Did you consider the history of the mortgage financ¬ 
ing as an indication of value? A. Well, yes, I did, counsel. 

Q. Suppose you tell us what your investigation dis¬ 
closed in regard to that factor. A. Well, one line of in¬ 
vestigation in hoping to arrive at the market value of 
the building in January, 1943, would be to investigate 
what mortgage loans there were existent against the prop- j 
erty, because it is a well-known fact that mortgage lenders 
as a rule employ competent appraisers, and if the 
277 appraiser in this instance can have access to ap- } 
praised values by lending companies, knowing what 
the policy of the lending company is with respect to the j 
usual ratio of the loan made to their value, it is of some j 
assistance to him. So, therefore, I undertook to investi- j 
gate the financing history of the building, beginning with j 
the first RFC loan through the loan of Penn Mutual and 
finally to Perpetual. j 

Q. Can you sum it up by telling us whether or not that j 
investigation substantiates or does it lend any weight what- ! 
ever to your final valuation of $1,800,000? 

Mr. Magee: May it please the Court, if the witness would j 
answer this question and give his value as the result of j 
that, I think that is as far as he could possibly go, even j 
under this theory, and not take each item of refinancing j 
history that is involved thereafter. 

Mr. Denit: We object also on the theory that counsel 
has in effect asked the witness if he believes that some- j 
thing substantiated a prior conceived opinion and whether j 
or not the witness’ testimony is to be accepted and the 1 
extent to which it is relied upon is a matter that rests 
entirely upon Your Honor. The witness can’t compliment i 
himself by saying that because somebody else agreed with ! 
him six, eight, ten years later, that he was right at this 
time. | 

i 

• * • • • • • • • • 
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278 Q. Mr. May, in reviewing the history of the mort¬ 
gage financing of the Longfellow Building, in your 
opinion does that history lead to any conclusion as to 
value of the Longfellow Building in 1943? 

Mr. Magee: He could answer that yes or no, Your 
Honor, I respectfully submit. 

The Witness: Yes, my answer is yes, it does. 

By Mr. Stetson: 

Q. And what value in 1943 would that history indicate 
1 to you? A. It would indicate to me that the value of the 
Longfellow Building property as of January, 1943, was 
$1,800,000. 

• *•*•••••• 

280 Cross Examination 

By Mr. Denit: 

Q. Mr. May, has your experience in the appraisal field 
been limited to merely expressing opinions from time to 
time or does it also involve sales and finances and loans? 
A. It has involved sales, financing, loans. 

Q. Do you hold a real estate broker’s license in the Dis¬ 
trict of Columbia? A. No, sir, I do not. 

Q. Have you ever engaged in the real estate business in 
the District of Columbia? A. No, sir, I have not. 

Q. As a matter of fact, hasn’t your experience with 
real estate been largely theoretical, as a teacher and lec¬ 
turer and writer? A. Mr. Denit, I don’t think there is any¬ 
thing theoretical about having been engaged in the value of 
real estate for some 30 years. That is practice. 

Q. Did you ever build an office building? A. No, sir. 

Q. Did you ever make a loan on an office building? A. 
No, sir. 

Q. Have you ever specialized in appraising office 

281 buildings? A. To the extent that I have appraised 
about 20 of them in the District of Columbia and its 

environs in the last four years. 
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Q. And that has been exclusively for the United States 
Government? A. No, not exclusively. 

Q. Do you make appraisals for any lending institutions? 
A. Yes. 

Q. Which ones? A. Columbus Mutual Life Insurance 
Company of Richmond. 

Q. Has the Columbus Mutual Life Insurance Company 
of Richmond made a loan on any office building in Wash¬ 
ington? A. Not to my knowledge. 

Q. Has the Columbus Mutual Life Insurance Company 
ever made a loan on an office building in Washington, so 
far as you know? A. As far as I know", no. 

Q. All right. 

Now, any other lending institution that you have ap¬ 
praised office buildings for? A. I assume the question 
means in the District of Columbia? 

Q. Yes, sir. A. No, sir. 

*•••#••••• 

282 Q. Now-, Mr. May you told us when you began 
your testimony that you had a directive from the 

General Services Administration to appraise this property. 
A. I don’t recall having made that statement, counsellor. 
Q. Well, by w-hom were you requested to make this ap¬ 
praisal? A. Well, the procedure w-as this: The At- 

283 torney General requested of the administrator of 
General Services Administration that I be loaned 

to the office of the United States District Attorney for pur¬ 
poses of making this study. 

Q. Did you receive any instructions in writing from any¬ 
body concerning the appraisal? A. Yes, I did. 

Q. Do you have those instructions here? A. No, I do 
not. 

Q. Are they still extant? A. Yes. 

Q. Do you mind producing them? A. I wrould be de¬ 
lighted, if counsel agrees. 

Q. Now-, at the time of your engagement, did you confer 
with anybody concerning your assignment? A. Yes. 
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Q. With whom? A. Mr. Rufus Stetson, Assistant United 
States District Attorney. 

Q. And were you told about the pendency of this law¬ 
suit? A. I was informed there was to be a lawsuit. 

Q. There was to be a lawsuit ? A. I was informed so. 

Q. Were you informed that there was a lawsuit pending 
which had been pending here since September of 1951? 

A. That I discovered later, counsellor. 

284 Q. You actually read the proceedings in this case, 
did you? A. No. 

Q. Did you read any part of the papers on file? A. The 
only papers I read, counsellor, were the RFC files which 
had to do with the construction contract and the original 
loan. 

Q. Did you read any papers on file in the General Serv¬ 
ices Administration with respect to this very building? 
A. Yes, I read their reports with regard to the rentals 
they were paying. 

Q. And did you read a report with regard to an adjust¬ 
ment of rental which thev demanded? A. I saw something 
in there to that effect. 

Q. Did that in any way influence you in making your 
appraisal of this property? A. Not the slightest. 

Q. The fact that the General Services Administration 
had stricken out $500,000 from the equity on the property 
didn’t influence you a bit, did it? A. I was not the slight¬ 
est concerned with the issues in this case. 

Q. Did you talk to Mr. Stetson about the issues in this 
case? A. But very briefly. 

*•••#••••• 

288 Q. Now, you have told us that you made compari¬ 
sons between the Longfellow Building and several 
others. Let me ask you first, is there or was there among 
the buildings you examined a building exactly comparable 
to the Longfellow Building? A. No, sir, there was not. 

Q. So that you were comparing with the Longfellow 
Building things which were not comparable to it; is that 
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it? A. Except in so far as human values were concerned. 

Q. Now, the Washington Gas Light Company building 
is the first one vou referred to. A. That is correct. 

Q. Did you go into that building? A. I did. 

Q. Did you measure it? A. I did not. 

Q. Did you inquire how much it cost to build? A. I 
found out what I thought was a reliable figure, of 
course. 

289 Q. No, I asked you did you inquire from anybody 
how much it cost to build it? A. Oh, yes, I inquired 

of somebody. 

Q. Of whom? A. Of the District Assessor. 

Q. You didn’t ask any official of the Gas Light Company? 
A. No, sir, I did not. 

Q. You knew that the building was occupied exclusively 
by the Gas Light Company, didn’t you? A. Yes, sir I 
surmised that. 

Q. No fringe stores on that property ? A. No. 

Q. No tenants; it is an owner-occupied structure? A. 
That is correct. 

Q. How many elevators in it? A. There are three pas¬ 
senger and two freight. 

Q. How many elevators in the Longfellow Building? A. 
There are five. 

Q. How many were there in 1943? A. Well, I assume 
there were five, but I don’t know. 

Q. Well, you are assuming, then, a basis of your con¬ 
clusion; is that correct? A. Not as to the value. 

Q. Would the value of the building be any less in 1943 
if it had four elevators instead of five? A. No, I 

290 don’t think so, counsellor, based on the purposes 
for which it was then being used. 

Q. Elevators are not installed free, are they? A. No, 
not that I recall. 

Q. As a matter of fact, you know that to install an 
elevator in a building like the Longfellow Building would 
require an expenditure of approximately $100,000? A. 
One elevator? 
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Q. Yes, sir. A. A very expensive elevator. 

Q. Well, how much less do you think? A. You can make 
a new cab installation by Otis for around $15,000. The 
shaft is there. 

Q. But you didn’t take into consideration whether there 
were four elevators or five elevators in the building in 
1943? A. Not as mitigating against the value figure, no, 
I didn’t. 

Q. Now, the Washington Gas Light Company building 
is a conventional type of office building, isn’t it? A. I 
would think so. 

Q. The Longfellow Building is a loft type building, isn’t 
it? A. Based upon its use as of 1943, I valued it as an 
office building. 

Q. I didn’t ask you that. Isn’t the Longfellow 

291 Building and wasn’t the Longfellow Building a loft 
type building? A. As of the date of the appraisal, 

I would say no, counsellor. I couldn’t consider it a loft 
type building at that time. 

Q. Mr. May, what distinguishes a conventional type 
office building from a loft building? A. Well, in my opin¬ 
ion it would be the distinguishment that you might find as 
between Woodward & Lothrop’s store and the Cafritz 
Building. 

Q. That much difference? A. Yes. 

Q. Not comparable, then? A. No, I wouldn’t think so. 
Q. When did you last see the Longfellow Building? A. 
On March 4, 1954. 

Q. On that date were there any permanent partitions in 
the floors above the stores? A. Not that I could see, coun¬ 
sellor. I would say they were mostly all removable. 

Q. Do you know to whom those partitions belonged? 
A. I do not. 

Q. Did you make any inquiry? A. No, sir. 

Q. Did the files of the General Services Adminis- 

292 tration show that they belonged to the United States? 
A. I can’t say because I didn’t discover it. 
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Q. Well, you were a tenant in tlie building in 1946? A. 
That is right. 

Q. Did you know then whether those removable parti¬ 
tions belonged to the owner of the building or to the Gov¬ 
ernment? A. No, sir, I do not know. 

Q. Did you examine the Government lease at any time? 

Mr. Stetson: May I inquire what lease Mr. Denit is re¬ 
ferring to, Your Honor? 

Mr. Denit: Any lease that Uncle Sam has had on the 
property since 1941. 

The Witness: Yes, I examined the Government lease. 

j 

By Mr. Denit: i 

■ 

Q. Did you find out from that examination whether the | 
partitions were to be installed by the Government and re- j 
movable at the end of its lease? A. I don’t recall that I 
did. | 

Q. You didn’t take that into consideration? A. I did I 
not, no, sir. j 

Q. Now we go to the Maritime Building. Is that a con- j 
ventional office type building? A. I should think so. 

Q. Well, now, let’s not guess about it. A. I am not j 
guessing at all. I will answer you that I think it j 
293 is. ” j 

Q. And by that you mean that it is a building con- I 
structed with permanent partitions on the various floors; j 
is that correct? A. I was not above the first floor. 

Q. How many floors are there in the Maritime Building, j 
do you know? A. Why, yes. There are, I think, 12. 

Q. And you just looked at the first floor? A. That is right, j 

Q. Did you look at the plans and specifications for the j 
building? A. No, sir, I did not. j 

Q. Did you examine any data at the building inspector’s j 
office to determine how it was constructed? A. Not such i 

i 

data at the building inspector’s office. | 

Q. Did you make any inquiry as to the cost of that build- j 
ing? A. I did. j 


l 
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Q. From whom? A. From the District Assessor. 

Q. What record, Mr. May, did you see in the District 
Assessor’s office which would show the cost of that build¬ 
ing? A. I saw records that the District Assessor keeps as 
apart from assessment records which in this case 

294 did show the cost of the building. 

Q. How did it show it? A. Well, it showed it by 
his own annotation, stating the cost was $1,750,000. 

Q. Oh, you mean you picked up a card or an index card 
in the District Assessor’s office with that notation on it? A. 
That is right. 

Q. And you accepted that as the cost of the building? 
A. Not prima facie, no. I mean, I made my own run on 
the check. 

Q. Why did you even look at it? A. I wanted to go to 
basic sources for information. 

Q. You didn’t inquire of the owner? A. I did not. 

Q. Now*, Mr. May, the next building was the Normandy 
Building, 1628 K Street; is that correct? A. Right. 

Q. Did you personally inspect that property? A. I did. 
Q. Did you examine the plans and specifications under 
which it was constructed? A. I did not. 

Q. Did you cube it? A. Roughly, yes, counsellor. 

Q. How roughly? A. Well, to the extent that I 

295 discovered it contained 639,144 cubic feet. 
****#•*#•• 

Q. Now, the Commonwealth Building at 1625 K Street. 
A. Right. 

Q. That also is a conventional office type building, isn’t 
it? A. Yes, sir. 

• •••#•*••• 

296 Q. Now, Mr. May, you told us that you had re¬ 
viewed the history of the mortgage financing of the 

Longfellow Building. "What did that history consist of? 
A. Well, it consisted of my investigating the RFC loan 
and the loan made by Penn Mutual in 1946 and the loan 
made by Perpetual in 1947. 
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Q. Now, let’s take the history that you read with respect 
to financing by RFC. What did that consist of? A. Well, 
as I recall, it consisted of a loan of $1,500,000. 

Q. What else? A. I don’t recall. 

Q. Were there appraisal reports for that loan? A. I 
didn’t find any. 

Q. I thought you told us that the reason why you con¬ 
sidered the history of financing in connection with valu¬ 
ation was that usually mortgage loans are made on the 
basis of competent appraisals. A. That is generally 

297 true. 

Q. Now in this case you found no appraisal what¬ 
ever? A. That is right. 

Q. So that you had not the assistance of the competent 
appraisal in reaching your conclusion as to value? A. In 
the case of the RFC loan I did not. 

Q. Did you have the benefit of appraisals on either the 
Washington Gas Light building, Maritime Building, Nor¬ 
mandy Building or the Commonwealth Building? A. The 
witness is confused now. Do you mean appraisals for 
mortgage loan purposes? 

Q. Any appraisals that were available to you. A. No, 
not that I recall. 

Q. Now, Mr. May, I take it that you will agree the land 
records are a fairly reliable source to inquire of concern¬ 
ing the cost of a piece of land, are they not? A. If coun¬ 
sellor means the records of the transfer of ownership— 

Q. Yes, the Recorder of Deeds’ office. A. Yes, I will 
take that. 

Q. Did you examine the land records in the Recorder of 
Deeds’ office concerning this land on which the Longfellow 
Building was built ? A. I did not examine the land records 
in the office of the Recorder of Deeds. 

298 Q. Did you in the course of your inquiry learn 
that the actual number of dollars spent to acquire 

the land on which the Longfellow Building was constructed 
was approximately $380,000? A. No, I did not find such 
a figure. 





Q. Well, now, where did you get the figure that you 
used in reaching your conclusion as to the value of the 
land and building? A. I took them from records in the 
office of the City Assessor. 

Q. And you valued the land at what ? A. Approximately 
$538,000. 

299 Q. You mean that a thing is worth more than it 
costs? A. My estimate of the land value there is 

based not alone on what the record shows what was paid for, 
notwithstanding the record shows that there was $180,000 
worth of stock in the transaction on the corner piece. 
*••**••••• 

The Witness: I am lost on the question now, Your 
Honor, I am sorry. 

300 The Court: You brought in the matter of some¬ 
thing about stock; I don’t know. It is not very clear. 

The Witness: Would Mr. Denit be so kind as to put the 
question again? 

Mr. Denit: Yes, sir. 

By Mr. Denit: 

Q. You told us on your direct examination that you 
valued the building at $538,200. Now I am trying to find 
out, if you knew that $538,200 was not paid for but that 
approximately $380,000 was paid for, would that change 
your opinion as to the value of the land? A. It would 
certainly change my opinion, counsellor, if that was the 
only approach to land value that I depended on in this 
instance. 

Q. Well, in the business of appraising, isn’t it generally 
accepted that a thing is worth what it brings on the open 
market? A. My recollection is that some of our higher 
courts have denied that principle. 

Q. But I am asking you. A. I don’t think that is al¬ 
ways necessarily so. If I understand the question correct¬ 
ly, Mr. Denit, you are saying to me the value of a piece of 
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real estate is what you can get for it, and that I don’t 
believe. 

* Q. The market value of property in the accepted 

r 301 principles of appraisal is what the property actu¬ 

ally sells for on a normal market, isn’t it? A. Yes, 

in a normal, competitive market. 

Q. A buyer is willing but not compelled to buy and a 

* seller who is willing but not compelled to sell? A. That 
is true. 

Q. You found nothing to indicate that the acquisition 
of the Longfellow Building was not the result of action 
of a willing buyer and a willing seller, did you? A. If I 
understand the question correctly, I found nothing that 
would indicate that there was compulsion on either side. 

► Q. Then if the land actually cost approximately $380,- 
000, and you accept that as a fact, would that change your 
opinion as to the value of the land in 1943? A. It would 

' affect that particular valuation premise. 

The Court: Do you know whether or not this land was 
bought in one parcel or whether it was an assembly? 

The Witness: It was an assembly, Your Honor. 

* By Mr. Denit: 

Q. Let me ask you, Mr. May, and understand please, 

[ that we are not shadow boxing here; we are trying to get 

* the facts. In your investigation of this land, didn’t you 
find a record indicating that the National Home Library 

Foundation had a contract to purchase the larger 
302 part of this area from the New York Life Insurance 

r Company for $250,000? A. Let me refer to my 

notes. 

Yes, my information is that as of April 11, 1940, there 

> was a deed recorded from the New York Life Insurance 
Company to the National Home Library Association cov¬ 
ering Lots 809, 10, and 11, which were at that time the 
corner property, at $250,000. 

Q. And on the very same day, did you also find a deed 
from the National Home Library to the Longfellow Bujld- 
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mg Corporation conveying the same property for $430,- 
000? A. Yes, I did, counsellor. 

Q. Now, do you know of anything that transpired in 
the matter of minutes between the recording of those two 
deeds that increased the value of that land from $250,000 
to $430,000? A. No, sir, I do not. 

Q. Isn’t that the sort of thing that would suggest to 
you as a real estate appraiser that the value of the land 
was upped for some purpose other than realized apprecia¬ 
tion? A. I didn’t know what transpired. 

Q. That isn’t really the complete answer to it, is it, Mr. 
May? You knew from the records of the Reconstruction 
Finance Mortgage Company that there had been this 
upping in the price of the real estate, didn’t you? A. No. 
All I knew was the difference between those two dollar 
figures on that same day with respect to the two 
303 transactions vou mentioned. 

Q. Well, now, did you acquire any knowledge in 
the course of your study suggesting that the building con¬ 
tract with John McShain, Inc., for $1,147,000 did not repre¬ 
sent the actual cost of the building? A. Yes, sir, I knew 
that. 

Q. What did you find out about the difference between 
the actual cost and that contract price? A. Well, by the 
process of using inferential data, I arrived at the conclu¬ 
sion that in the contract price to McShain of $1,147,000, 
there was in effect the repayment of an alleged debt of 
$140,000. 

Q. So that that would take $140,000 out of the building, 
wouldn’t it? A. That is right. 

Q. And you did take it out of the building? A. I took 
it out of one of my approaches to value, that is right. 

Q. Now, Mr. May, did you undertake to ascertain 

whether between 1941 and 1943 anv additional monev was 

** * 

spent on the Longfellow Building in connection with per¬ 
manent improvements? A. I didn’t find that there was, 
counsellor. 
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Q. If you found that there were actually $70,000 spent 
on permanent improvements during that period of time, 
would that affect your opinion as to the value of 

304 the property? A. If upon analysis of the detail of 
those improvements I determined that they contrib¬ 
uted to the value, it would have increased my value. 

Q. Now, you told us in your direct examination that you 
used certain accepted indices; is that right? A. I am prone 
to use that word, I know that. 

Q. Sir? A. 1 am prone to use that word. 

Q. Were you so prone during your direct examination? 
Didn’t you tell us that you had used certain accepted in¬ 
dices? A. As to cost, yes, sir, counsellor. 

Q. And those indices were furnished to you by E. H. 
Beck & Associates, Inc.? A. That is right. 

Q. When did you get those indices? A. Well, they are 
currently a part of my information plan in my office. We 
receive those reports periodically, monthly. 

Q. Did you specifically request these indices from Beck 
& Associates for the purposes of this appraisal that you 
made? A. No, I didn’t specifically request it from them. 
I had the figures available. 

Q. You regard Beck & Associates, Inc. indices as a satis¬ 
factory and reliable source upon which to predicate 

305 appraisals? A. I think so, yes, sir, the cost, that is. 

*•••*••••* 

By Mr. Magee: 

Q. Mr. May, as I understand it, you have never been 
retained by any beneficiaries of the National Home Library 
Foundation to testify in this case, have you, sir? A. I 
have not. 

Q. You were assigned to this appraisal at the request 
of the United States Attorney’s office? A. That is cor¬ 
rect. 

Q. Tell the Court when you first received that request. 
A. On or about February 15, 1954. 

Q. That is, of this year? A. That is this year. 






20S 


Q. You bad never been requested prior to that date to 
furnish the United States Attorney’s office with an ap¬ 
praisal of this property, had you, sir? A. I bad not. 

Q. When you examined the United States Attorney’s 
file, did he turn over to you any appraisal of any other 
real estate agent retained by him prior to that time to ap¬ 
praise this property? 

Mr. Stetson: I object, Your Honor. The witness 

306 has never testified that he examined the files of the 
United States Attorney. 

Mr. Magee: I am asking that. He said he examined quite 
an extensive file in the United States Attorney’s office. 

The Court: My recollection is that he said he asked for 
certain material. 

Mr. Magee: Well, I will ask. 

By Mr. Magee: 

Q. Were you ever furnished or did you ever see in the 
possession of the United States Attorney any appraisal 
made by a real estate expert of any sort to the United 
States Attorney in relation to this case? A. Not at any 
time. 

Q. As I understand it, you have valued the real etsate 
that is involved in this case? A. That is correct, Mr. 
Magee. 

Q. You have not made any effort to value the so-called 
stock of the Longfellow Building Corporation as of Janu¬ 
ary, 1943, have you, Mr. May? A. Obviously not. 

Q. And you don’t consider yourself at all qualified to 
express an opinion to this Court as to the value of the 
stock of the Longfellow Building Corporation in January 
of 1943, do you, sir? A. Not in the slightest. 

307 Q. And you have never given such a value to any¬ 
body representing the United States Attorney’s 

office? A. I have never given such a value based on the 
stock. 

Q. Have you ever given any value for any time during 
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the year 1940 of the stock of the Longfellow Building? 

A. I have not. 

Q. Did I understand in your testimony that you used 
a capitalized land value approach in arriving at your ulti- : 
mate value of $1,800,000, Mr. May? A. That was one of 
the tests, Mr. Magee. 

Q. What was the capitalized land value that you arrived j 
at for this statement of January, 1943? A. $770,000. 

Q. I also understood that you used what you called— 
was it the comparative value approach in arriving at your 
final decision that this land and building was worth $1,- ! 
800,000; is that correct, sir? A. I am confused. Are we ! 
talking about land value or over-all value? 

Q. Over-all value. A. Yes, I used the comparative ap- I 
p roach. j 

Q. And is that the method that you have described to i 
Mr. Denit, that is, the taking of other structures in the j 
neighborhood and comparing their values with this value j 
and you came up with the opinion that it was worth j 

308 so much? A. With this qualification, that what I j 
compared was unit values per square foot of rent- i 

able area. i 

Q. How far away from the Longfellow Building are the j 
buildings which you used for purposes of comparison? j 
A. Well, they must be a mile, counsellor, I should judge, j 

# • # • # * • * * • j 

309 Q. Now, can you tell us how far away the Nor- j 
mandy Building is from the Longfellow Building?; 

A. Oh, a half mile, approximately. 

# • * # * * * * * • 

Q. Now, how far away from the Longfellow Building: 
would you say the Washington Gas Light Company building 
is? A. Approximately three-quarters of a mile. 

Q. How far away from the Longfellow Building is the; 
Maritime Building? A. Approximately five-eighths of a 
mile. j 


i 

i 

i 

j 

i 

i 
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Q. Did you consider that these buildings are compar¬ 
ably located as to surroundings in selecting them as com¬ 
parable buildings to be used as a basis by you in deter¬ 
mining value? A. Otherwise I would not have used them. 

Q. So that you considered that they were comparably 
located as to the land, for example, and you used these 
buildings as comparisons? A. After taking out the land 
values. 

Q. After doing what? A. You remember, I said, Mr. 
Magee, that the comparison was made on the basis of unit 
values per square foot of building rentable area. In order 
to arrive at that unit, I have got to subtract from the 

310 over-all value of these buildings the land value in 
order to dissipate the difference that arises by virtue 

of differences in location. 

Q. Very well. Then, what land cost did you subtract in 
your using the Normandy Building as a valuation method? 
A. $25.00 a square foot. 

Q. What valuation did you use to subtract from the 
Maritime Building? A. $19.80 a square foot. 

Q. What valuation did you use in connection -with the 
Washington Gas Light Company building by way of sub¬ 
traction? A. $20.00 a square foot. 

Q. And the Commonwealth Building? A. $25.00 per 
square foot. 

Q. What did you use in so far as the Longfellow Build¬ 
ing is concerned? A. $30.00 per square foot. 

Q. And that $30.00 you were using this figure that you 
had arrived at in excess of $500,000 as the value of the 
land; is that correct, sir? A. That is correct, sir. 

Q. You know' that that land isn’t assessed at anything 
more than that value, don’t you? A. I don’t know that 
I am familiar with the current assessment. Unless I can 
refer to my notes— 

311 Q. I am talking about the assessment then, in 
1943. A. No, the land was not assessed at $538,000 

or my figure. 
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Q. It was assessed at a little in excess of $350,000, wasn’t 
it, Mr. May? A. The figure I found was $358,820. 

Q. Now, if you were in error here and this land value 
was not some five hundred some odd thousand dollars but 
was what it was actually assessed at, what would be the 
result in using the method that you have described to your 
ultimate value? A. Well, if someone could prove to me 
that the assessed value was equivalent to the market value 
at that time, it would have the effect of reducing the value 
I have testified to here. 

Q. How much? A. With a difference, of course, except 
in so far as there were other tests of the land value made 
in this study. 

Q. And if you were in error then on that and the actual 
real market value of this property at that time was $350,- 
000, this building would be valued by some $200,000 less, 
wouldn’t it? A. The property would be. 

Q. The property and the building? A. If that were so, 
it could be. 

#*****••*• 

312 Q. And does the length of a lease, the stability 
of a tenant in paying the rent, affect your value or 
your ultimate arrival of value in a case of this sort? A. 
If I were determining the rental value of a building, it 
probably would have more effect than if I were valuing 
the fee to the property. 

Q. But you use the computation of rents as a basis of 
value, do you not? A. Yes. 

Q. If you know the rents could be cancelled on 30 days 
notice, would that affect your idea as to the value of this 
type building? A. In that case, Mr. Magee, I would not 
use the income from the lease as a test of value. In other 
words, a lease containing a 30-day cancellation clause to 
the professional appraiser is no lease at all. 
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326 Mr. Stetson: • * * 

I would like to call Mr. Carey Winston. 

Thereupon 

327 Carey Winston 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 

Direct Examination 

By Mr. Stetson: 

Q. Kindly state your name and give your business ad¬ 
dress. A. My name is Carey Winston. The place of busi¬ 
ness is 1723 Connecticut Avenue, Northwest, Washington, 
D. C. 

Q. And what is your business, Mr. Winston? A. We 
are in the real estate and mortgaging business. 

329 Mr. Denit: In so far as the defendants Highfield, 
Sothoron and Koss and Mount Vernon Mortgage 
are concerned, we concede that Mr. Winston is qualified as 
an appraiser in real estate. 

Mr. Magee: I will join in that, Your Honor. 

By Mr. Stetson: 

Q. Mr. Winston, did you have occasion to appraise the 
Longfellow Building? A. I did. 

Q. When did you make that appraisal, sir? A. I ap¬ 
praised the building in January of 1946. 

Q. And for what purpose? A. For the purpose of rec¬ 
ommending a loan application to the Penn Mutual Life 
Insurance Company. 

#**•**#*•• 

Q. And did you make such a loan, or did the Penn Mutual 
make such a loan? A. They did. 
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Q. And did they act on your recommendation, sir! 

330 A. They did. 

Q. What was the appraised value of the Long¬ 
fellow Building at that time, sir? 

Mr. Magee: May it please the Court, the issue here is 
1943, not what he appraised it for in 1946. 

Mr. Stetson: I will tie it in, Your Honor. 

Mr. Magee: I insist, Your Honor, that we have a definite 
issue. The issue here is January 10 of 1943, not three years 
later. 

The Court: The objection is overruled. 

• The Witness: I believe the question was my appraisal 
in January, 1946. It was $2,300,000. 

By Mr. Stetson: 

Q. Now, Mr. Winston, applying the standard tests as 
a real estate appraiser, is it possible for you to relate back 
your appraisal in 1946 to the date of January, 1943? A. 
I would say yes. 

Q. What is the appraised value, then, of the Longfellow 
Building as of January, 1943? A. Well, my figure as of 
January, 1943, would be $1,900,000. That is building and 
ground. 

The Court: Is that the market value, or— 

The Witness: No, ma’am. 

The Court: It is not. 

331 By Mr. Stetson: 

Q. What figure does that represent, Mr. Winston? A. 
That represents approximately my estimate of the repro¬ 
duction costs of the building and ground at that time. 

Q. And what relation does that figure bear to market 
value? A. I wouldn’t have an opinion about market value 
in January, 1943. 

Q. My question is in general, sir, as to an appraised 
value, what relation does appraised value have to market 
value ? 
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Mr. Denit: If he has no opinion as to market value he 
couldn’t make the comparison. We object to the question. 

The Court: The objection is overruled. You may answer 
the question if you feel that you can. 

The Witness: Well, this question of market value al¬ 
ways relates to what someone is willing to pay for some¬ 
thing and it is no different with real estate than it is with 
suits of clothes or shirts and I didn’t approach this prob¬ 
lem at all from the standpoint of what the building could 
be sold for. When we made the appraisal in 1946 and the 
building was comparatively new, w T e were concerned with 
its cost of building and the ground and not what it could 
be sold for in the market place. We were making a 
332 mortgage loan and we were concerned with our col¬ 
lateral, from that standpoint. 

The Court: Well, now, is that always your approach 
when you go out for a lending agency? 

The Witness: A basic approach to value, I would say, 
is the cost of it, or the cost less depreciation, yes, ma’am. 

The Court: That would be in the case of a comparatively 
new building, is that right? 

The Witness: Well, if it is an older building you like¬ 
wise try to determine what it would cost to reproduce and 
then deduct from that figure what in your judgment would 
be the proper depreciation for age and design and equip¬ 
ment and so forth. 

• •••*••••* 

333-334 The Court: You only expressed an opinion as 
to what it costs to put the building there and what 
the cost of the ground was; is that it? 

The Witness: We expressed an opinion as to our ap¬ 
praisal of the property which in mortgage lending is not 
necessarily market. An appraisal for mortgage purposes 
attempts to be a conservative appraisal that doesn’t neces¬ 
sarily reflect the market. The appraisal for mortgage pur¬ 
poses might be more or less than the market. 
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The Court: Well, now, when a lender— 

335 The Witness: So we don’t say anything about 
market value. 

The Court: When a lender lends money, what they are 
interested in is whether or not they are going to get their 
money back. 

The Witness: That is right. 

The Court: Then why wouldn’t you be interested in mar¬ 
ket value? 

The Witness: Well, for the reason that the question of 
■whether you are going to get your loan repaid or not de¬ 
pends on the credit of the borrower and the earnings of 
the property if it is an income property. We never hope 
to get a piece of property back by foreclosure and then 
have to resell it to get our money back. We are concerned 
with the credit of the people who are signing the note, and 
the income from the property. If that income doesn’t seem 
to be more than adequate then the loan is not a good loan. 

The Court: So you felt here that the income would as¬ 
sure your getting your money back; is that what you are 
saying? 

The Witness: Correct. That is right. We felt that the 
building would earn from rents sufficient to repay the 
loan. | 

The Court: Did you estimate over wiiat period it will 
take to pay it back in your calculations? 

336 The Witness: Yes, ma’am, we do. Your loan is 
made on an amortized basis with payments usually 

monthly, that include the interest on the outstanding debt, 
plus a payment on the principal. 

The Court: And then you adjust that so that the income 
w’ill cover that? j 

The Witness: Well, yes, before the loan is made, why we 
determine to the best of our ability that there will always 
be income. 

The Court: How w-ere you going to get your money 
back? I mean, wdiat w^ere the terms of the loan? 


i 

I 
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The Witness: Of this loan? 

The Court : Yes. 

Mr. Denit: I take it that this is all subject to our objec¬ 
tion that we made at the beginning, that Mr. Winston 
didn’t make an appraisal until 1946 and none of this was 
with respect to determining the market value of the prop¬ 
erty as of January, 1943. 

The Witness: Your Honor, the note required payments 
of $6,500.00 per month to include interest and debt retire¬ 
ment. 

• •••#••••• 

337 Cross Examination 

By Mr. Magee: 

Q. When you mentioned income. I only had one question 
there, Mr. Winston: If a lease has in the option of the 
lessor a 30-day termination clause, that isn’t considered 
much of a guaranty for the production of income, is it, sir ? 
A. That is correct. 

********** 

338 The Court: In this valuation that you said you 
put on, you said that you based it, you based your 

estimate on the reproduction cost of the building and the 
ground? 

The Witness: Yes. 

The Court: Now, the reproduction cost would be the 
same at one time as another, would it not, unless there was 
some differences in the building costs or material costs? 

The Witness: I would think so, yes, but there is great 
variation in cost over a period of years. I mean, we have 
had an increase in costs of well over a hundred percent in 
ten years, so that this particular building today would 
cost substantially more, probably twice as much to build, 
cost twice as much to build, as it did when it was built. 
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The Court: And I suppose on the question of rentals 
you can consider demand and supply, would you not? 
The Witness: Yes. Location and the kind of space and 
facilities and all those things enter into the question 

339 of whether or not a property will rent. 

Q. Mr. Winston, when the Penn Mutual made this loan, 
were they not aware of the fact that the Government was 
renting the building and would continue to rent with a 
30-day cancellation clause in the lease? 

#•••#••**• 

The Witness: The Penn Mutual were fully aware of its 
lease and its terms. 

340 Mr. Stetson: Your Honor, I would like to call 
Mr. Harold Hair and I would like to ask the Court’s 

permission to have Mr. Fruit interrogate Mr. Hair. 

The Court: Very well. 

Thereupon— 

Harold H. Hair 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 

Direct Examination 

By Mr. Fruit: 

Q. Will you please state your name for the record? A. 
Harold H. Hair. 

Q. And your address? A. 3401 North Utah Street, Arl¬ 
ington. 

Q. You are a Special Agent for the Federal Bureau of 
Investigation; is that not correct? A. That is correct, 
sir. 

Q. How long have you been such a Special Agent? A. 
Nineteen years. 
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Q. Are you also a graduate accountant, Mr. Hair? A. 
Yes, I am. 

Q. Will you tell the Court whether or not you made an 
examination of books and records of the Longfellow Build¬ 
ing Corporation in January, 1943? A. I examined 

341 some of the books and records of the Longfellow 
Building Corporation in January, 1951, and that 

took place over a period of several days and it might have 
started in December of 1950. 

• •••*•••*• 

342 Q. Did you prepare a summary of the land costs 
or real estate costs as shown by the Longfellow' 

Building Corporation and records? A. Yes, I did. 

Q. Do you have that? A. Yes. 

(A document was passed to counsel by the witness.) 

343 Mr. Fruit: I offer that in evidence at this time. 
Mr. Denit: If the Court please, may we inquire of 

counsel if this is offered merely as a tabulation made by 
Mr. Hair or is it offered as substantive evidence of the 
facts set forth? 

Mr. Fruit: It is offered in both capacities. 

Mr. Denit: We do not object to it as a computation made 
by this witness from books and records but we do object 
to it as substantive evidence of the fact set forth here. If 
it is offered then to be used as an aid to the Court in deter¬ 
mining the computations we don’t object to it but if it is 
offered as substantive evidence of the facts set forth then 
we think the books and records are the best evidence of 
it. 

344 The Court: But all of these items you have taken 
from their records at some place? 

The Witness: From that single account, the land account. 
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345 The Court: May I see the offered exhibit? 

(A document was handed to the Court.) 

The Court: Now, in this letter marked “F” here— 
The Witness: Yes. 

The Court: Those references under that, what are they 
to? 

346 The Witness: “C” followed by a number would 
refer to the cash book. 

“J” followed by a number would refer to the journal. 
The Court: And the number refers to the page in the 
cash book or the journal: 

Well, now, every item that I find that is listed on here 
refers either to the cash book or to the journal, does it not? 
The Witness: Yes, that is correct. 

The Court: It is admitted. 

The objection is overruled. 

(Thereupon, the document previously marked Plaintiff’s 
Exhibit No. 5 for identification was received in evidence.) 

By Mr. Fruit: 

Q. Did you on that first occasion or those first occasions 
of your examination of the books and records of the Long¬ 
fellow Building Corporation in late December and early 
January of 1950 and 1951, also determine the building 
costs for the Longfellow Building as shown by the books 
and records of the Longfellow Building Corporation? A. 
Yes, I made a tabulation of the entries in the building ac¬ 
count, which account was in the general ledger. 

Q. And as in the case of the last exhibit, Government’s 
or Plaintiff’s Exhibit No. 5, you also made appro- 

347 priate notations to the journal and cash book refer¬ 
ences evidencing these items also, did you not? A. 

Yes, I did. 

Q. Do you have that tabulation with you? A. Yes. 
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Mr. Fruit: May this be marked as Government Exhibit 
No. 6, please? 

The Court: Yes. 

(Summary of building costs of Longfellow Building was 
marked Plaintiff’s Exhibit No. 6, for identification.) 

Mr. Fruit: I also offer this in evidence. 

The Court: Have you shown that to counsel? 

Mr. Fruit: I have given them photostatic copies. I will 
show this to them for comparison if they like. 

Mr. Denit: This paper would fall within the same cate¬ 
gory*, if the Court please. We take the same position with 
respect to it. I assume there will be the same ruling. We 
are not objecting to it as a tabulation but we do object to 
it is evidence of the facts which it purports to set forth. 

• •••*•••*• 

349 Q. Did you obtain the descriptions of the items 
reflected in these tabulations from the Longfellow 

Building Corporation books and records? A. Yes, I got 
them from the Longfellow books and records and it is my 
recollection that perhaps all of the descriptions were right 
there in the account but I don’t recall at this time. 

• •••*•••#• 

Q. Everything in there you obtained from the 

350 books and records in one place or another and the 
folio references there indicate that, the cross refer¬ 
ences to other books and records, is that correct? A. That 
is correct. 

Mr. Denit: Well, isn’t it also true that everything that 
is in the tabulation is on the books but everything on the 
books is not in the tabulation? 

The Witness: I think everything in the land account will 
be included in that tabulation. I don’t recall of leaving 
anything off. 

Mr. Denit: We are talking about the building. 

The Witness: All right. 
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Mr. Denit: Isn’t there something on the books which 
doesn’t appear in the tabulation? 

Mr. Fruit: As of what date, sir? 

The Witnes: I would have to compare them as of right 
now. I don’t recall. 

The Court: How long w r ould it take you to make the 
comparison ? 

The Witness: Just a second. 

The Court: All right. Well, then, just make it. 

Mr. Fruit: What do you want, the general ledger? 

The Witnesss: Yes, please. 

The Court: Do you have a copy? 

The Witnes: No, I don’t. 

351 Mr. Fruit: I will give him a copy, Your Honor. 

The Witnesss: I see now T that my tabulation re¬ 
flects everything in the account up to the date I have on 
my summary, July 1, 1941. 

There were some additional entries made in the account 
in 1946 and in later years which I do not have in my sum¬ 
mary. 

The Court: Your summary covers what period? 

The Witness: My summary is identical witth the bal¬ 
ance in the account up to the year 1946. 

Mr. Denit: What period does it cover? 

The Court: Well, now, just one minute. 

On this page 2 of this that I have been handed, the last 
entry is June 30th and then it says, “Balance, July 1, 
1941.” 

The Witness: That is correct. 

The Court: Well, then, I understood vou to sav it went 
to 1946. 

The Witness: There were no more entries in the account 
until 1946. 

Mr. Fruit. The sheet is offered as evidence of the books 
and records as is the land account sheet, for evidence 
showing the books and records of the Longfellow Building 
Corporation as to the cost of the building during 1940, 
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1941, 1942 and the first two months of 1943. Mr. Hair has 
made it clear that it is an accurate portrayal of the 
352 books and records for that period, there being no 
subsequent entries until 1946. 

The Court: Had you finished making your comparison? 
The Witness: Yes, I had. 

The Court: And you find that all that—that you have 
included them all through this period that it covers? 

The witness: That is correct. 

The Court: It is admitted. 

354 The Witness: Charges to the land account, refer¬ 
ring back to the cash book, indicating cash payments, 

totaled $100,853.03. 

There was another payment of $275,000 which was an 
advance from the R. F. C. Mortgage Company, and charged 
to the land account. 

There were other charges to the land account totaling 
$3,392.77. 

The Court: How much? 

The Witness: $3,392.77. 

Those charges refer to entries in the journal. One is 
indicated as being for taxes. The other has no explanation. 

And in addition there were two charges in the account 
totaling $184,490.00 representing stock issued and charged 
to the land account. 

355 The total of those charges was $564,735.80. 

By Mr. Fruit: 

Q. Mr. Hair, on the basis of your examination of the 
books and records and the general ledger of the Long¬ 
fellow Building Corporation which we have in front of us, 
can you tell us the total of the cash payment, including 
any payments made from funds derived from the Recon¬ 
struction Finance Corporation, for the building, in 1940 
and 1941 as reflected by the books and records of the 
Longfellow Building Corporation? A. May I have the 
tabulation? I have that information here. 
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Charges to the building account consisted of the amount 
of or should include the amount of $1,360,107.64 which 
constituted cash payments and payments by the R. F. C. 
Mortgage Company. 

• ••*•••••# 

356 The Witness: The issue of stock totaled $119,500.00. 

That is $102,000.00 to John MeShain, and $17,500 
to William Lescase. Those entries would be charges to 
the accounts rather than credits. 

Q. How many shares does that charge with reference 
to MeShain stock cover, if your examination discloses that, 
Mr. Hair? A. That represents 204 shares of stock. 

Q. And how many to Mr. Lescase? A. 35 shares were 
issued to Mr. Lescase. 

360 Q. Mr. Hair, in your examination of the books and 
records of the Longfellow Building Corporation, 
did you make a determination of the book value of the 
stock of the Longfellow Building Corporation as reflected 
by the books and records of the Longfellow Building Cor¬ 
poration as of January 1, 1943? 

Mr. Denit: We object to that. That is not the issue in 
the case. The question is what was the market value of 
the stock. 

The Court: The objection is overruled. 

The Witness: I determined from the balance sheets given 
me by Mr. Hutchinson the book value of the capital stock 
for the Longfellow Building Corporation as of December 
31, 1942, the date on one of the balance sheets he gave me. 

360-A By Mr. Fruit: 

Q. As of what date, sir? A. December 31, 1942. 

Q. What was your determination of that book value? 
A. The book value as of that date was $272.86. 
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Q. That was as shown by the balance sheets themselves? 
A. Well, as computed from the information in the balance 
sheets. 

Q. Will you tell the Court how you computed the book 
value from those balance sheets? A. Yes. 

The assets reflected in the balance sheet amounted to 
$2,023,512.94. 

The liabilities reflected in the balance sheet were 
$1,477,800.04. 

The excess of the assets over the liabilities was 
$545,712.90. That was the total book value of 2,000 shares 
of stock. 

Q. Do you know whether or not the balance sheets and 
your computation based upon them took into account any 
federal income taxes against the Longfellow Building Cor¬ 
poration for the fiscal year covered by the balance sheet 
from July 1, 1942 to June 30, 1943,—I withdraw that 
question. 

The Court: I think this is a good time to take a recess. 

Mr. Fruit: I got my balance sheets mixed up. 

The Court: Five minutes. 

361 By Mr. Fruit: 

Q. Mr. Hair, you have just testified that you deter¬ 
mined from the balance sheet submitted to you by Mr. 
Hutchinson a book value of the Longfellow Building Cor¬ 
poration stock per share as of December 31, 1942, of 
$272.86. Did that include any figure or allowance for 
Federal income taxes as of December 31, 1942? A. The 
balance sheet—could I see it? 

The balance sheet as at December 31, 1942, reflects a 
net profit of $33,251.73 for the period July 1, 1942 to 
December 31, 1942, but does not appear to have any pro¬ 
vision for Federal income tax. So the book value which 
I gave of $272.86 per share would not appear to contain 
a provision for income tax on the earnings over that six- 
month period. 
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Q. Did you make a computation of adjusted book value, 
taking into account a Federal income tax figure for the 
period in question ? A. I made a computation including an 
adjustment for income tax over the six month period. 

Q. How did you make that adjustment? How did you 
compute it? A. I examined the balance sheet for June 
30, 1943, which reflected the full 12-month period of opera¬ 
tions. That balance sheet shows a net profit over the full 
12 months of $67,365.63. It also shows either a pro- 

362 vision for Federal income tax or the payment of 
Federal income tax for 1943 of $26,946.25. That 

income tax figure is 40 percent of the net profit figure of 
$67,365.63. I applied a 40 percent tax reserve to the net 
profit shown in the balance sheet as of December 31, 1942 
of $33,251.73. I took 40 percent of that figure, which 
amounted to $13,300.69 and set that up as a tax reserve. 

Q. Did you then re-compute the book value upon the 
basis of that estimated tax reserve? A. Yes, I did. 

Q. What was the resulting book value of the stock of 
the Longfellow Building Corporation per share as of Decem¬ 
ber 31,1942? A. The book value per share after providing 
for a reserve for income tax was $266.21. 

Q. Now, Mr. Hair, were you asked by counsel to make 
another computation of adjusted book value by substituting 
for the book value of land and building at an appraised 
value of $1,800,000? A. Yes, I was. 

Q. What was the resulting adjusted book value per 
share of the Longfellow Building Corporation stock as 
of December 31, 1942? A. The book value per share com¬ 
puted after substituting an appraised value of $1,800,000 
for the land and building in place of the book 

363 value of land and building, which combined figures 
amounted to $1,979,289.58. 

Mr. Denit: Whuld you give that figure over again, 
please? 

The Witness: $1,979,289.58. 

That constituted a decrease in the assets of $179,289.58. 
Decreasing the assets by that amount resulted in the total 
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book value being decreased to $366,423.32, which would 
result in a book value per share of $183.21. 

Bv Mr. Fruit: 

Q. Did that or did that not take into account a Federal 
income tax adjustment for the period? A. This last 
figure does not provide for a tax reserve for the profit 
during the preceding six months. 

Q. Did you, therefore, make an additional computation 
of adjusted book value, taking into account the 40 percent 
tax reserve for Federal income taxes, as you have pre¬ 
viously testified, wdth respect to the book figures for land 
and building? A. Yes, I made another computation of 
book value, allowing for the tax reserve of $13,300.69 and 
allowing for the substitution of the appraised value for 
the book value of the land and building. 

Q. What was that adjusted computation? A. That 
adjusted computation made the total book value of 
$353,122.63, which comes to $176.56 per share. 

364 Mr. Fruit: Your Honor, I have photostatic copies 
of a tabulation of these book value figures which I 
wish to offer in evidence for the convenience of the Court 
and counsel. May they be marked as Plaintiff’s Exhibit 
No. 8 and offered in evidence for that purpose? 

(The document above referred to was marked Plain¬ 
tiff’s Exhibit No. 8 for identification.) 

• •••••••#• 

The Court: Very well, then, it is admitted for that 
purpose. 

(Thereupon, photostatic copy of book value figures pre¬ 
viously marked Plaintiff’s Exhibit No. 8 for identification 
was received in evidence.) 

Bv Mr. Fruit: 

Q. Mr. Hair, did you also compute from the books and 
records of the Longfellow Building Corporation its annual 
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earnings, its annual net earnings after taxes, from its 

365 inception to date? A. I made such a computation. 

Q. For what periods did you make that computa¬ 
tion? A. For the periods from February 3, 1941 to June 
30, 1943. Those computations would be made or would 
reflect earnings over periods covered by the balance sheets 
which Mr. Huthinson gave me. Some of them would be 
for six-month periods, others would be for 12-month 
periods. 

Q. Will you tell the Court what your findings were of 
annual earnings for the periods in which you computed 
them from those balance sheets? A. For the period from 
February 3, 1941 to June 30, 1941, a 5-month period, the 
earnings after taxes were $21,453.33. That was at an 
annual rate of $25.74 per share of stock outstanding. 

For the period July 1, 1941 to December 31, 1941, the 
earnings were $18,883.96, which constituted an annual rate 
of $18.88 per share. Combining those first two statements 
to get the earnings for the year 1941, the net earnings were 
$40,337.29, which was at the annual rate of $22.00 per 
share. 

Then the first six months of 1942, the earnings were 
$17,118.88, which would be at an annual rate of $17.12 
per share. 

For the period July 1, 1941 to June 30, 1942, the earn¬ 
ings were $36,200.84, which w T as at the rate of $18.00 
per share. 

For the period July 1, 1942 to December 31, 1942, 

366 I have provided the reserve for income tax to the 
net profit figure in the balance sheet, which I men¬ 
tioned previously, the reserve being $13,300 and some odd 
cents. That would leave estimated earnings during that 
period of $19,951.04, which would be at an annual rate of 
$19,95 per share. 

For the calendar year 1942, the net earnings were 
$37,069.92, which was at an annual rate of $18.53 per share. 

For the period July 1,1942 to June 30, 1943, the earnings 
were $40,419.38, which was at the rate of $20.21 per share. 
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For the period of January 1, 1943 to June 30, 1943, the 
earnings were $20,468.34, which was at an annual rate of 
$20.47 per share. 

Q. That completed your computations, did it? A. Yes, 
sir, it did. 

Q. Those computations are after all taxes, including the 
Federal income tax for the last six months of 1942, as 
you testified, the estimated reserve for Federal income 
taxes; is that correct? A. They would include all taxes 
which would have been paid and recorded by the company, 
and according to the balance sheets, with the exception of 
the one period where I made an estimate, they appear 
to include Federal income tax. 

Q. Did you determine from the books and records of the 
Longfellow Building Corporation, Mr. Hair, the net profits 
credited to surplus as shown by those books and 
367 records of the Longfellow Building Corporation? 

A. I did for the periods through June 30, 1950. That 
was done when I examined the records in January, 1951. 

Mr. Fruit: I am sorry; I withdraw that question. May 
the answer be stricken? 

The Court: Very well. 

By Mr. Fruit: 

Q. Did you determine from the books and records of the 
Longfellow' Building Corporation, Mr. Hair, the common 
stock dividends authorized and paid by the Longfellow' 
Building Corporation as showm by its books and records? 
A. Yes, sir, I did. 

Q. For what periods? A. That w'ould include all divi¬ 
dends paid through the year 1953. 

Q. From the inception of the Longfellow' Corporation 
to date? A. Yes, sir. 

Q. Will you tell the Court w'hat the dividend payments 
thus shown wrere as the dividends w'ere authorized and 
paid? 

Mr. Denit: We object to that. In the first place, there 
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is no limit on time. An inquiry of dividends subsequent 
to 1943, we respectfully submit is utterly immaterial. 

Mr. Fruit: Your Honor, the plaintiff in its prayer for 
relief, asks for the return of the stock to the Na- 

368 tional Home Library Foundation and for the divi¬ 
dends paid to the defendants on the stock. 

The Court: The objection is overruled. The witness 
may answer. 

The Witness: There were, according to the records, 
nine dividends paid by the Longfellow Building Corpora¬ 
tion. The first dividend was declared on December 23, 
1946, in the amount of $40,000, which was at the rate of 
$20.00 per share. 

The second dividend was declared on December 22, 1947, 
in the amount of $42,000, which was at the rate of $21.00 
per share. 

The third dividend was declared on December 21, 1948, 
in the amount of $44,000, which was at the rate of $22.00 
per share. 

The fourth dividend was declared on December 20, 1949, 
in the amount of $45,195.00, which was at the rate of $23.00 
per share. 

The fifth dividend was declared on January 16, 1950, 
in the amount of $49,125.00, which was at the rate of $25.00 
per share. 

The sixth dividend was declared on October 17, 1950, 
in the amount of $47,160.00, which was at the rate of $24.00 
per share. 

The seventh dividend was declared on December 17, 1951, 
in the amount of $49,125.00, at the rate of $25.00 per 
share. 

369 The eighth dividend was declared in December, 
1952,—the exact date is not indicated in the ledger 

sheet—in the amount of $49,125.00, at the rate of $25.00 
per share. 

The last dividend was declared in December, 1953, in 
the amount of $49,125.00, at the rate of $25.00 per share. 

The total dividends declared were $414,855.00. The 
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total dividends per share was $210.00. The ledger sheet 
reflecting these dividends indicates they have all been paid. 

Q. Mr. Hair, did you determine from the books and 
records of the Longfellow Building Corporation the 
amounts paid out in officers’ salaries from its inception 
to date? A. I determined the amount of officers’ salaries 
from the inception of the corporation through the date of 
June 30, 1953, as reflected in the officers’ salary account 
in the general ledger. 

Q. Will you tell the Court what you found thus to be 
the officers’ salaries annually? 

Mr. Denit: We object to that. 

The Court: The objection is overruled. 

The Witness: I should also explain that there were 
certain salaries paid to officers before these—rather, which 
were not charged against the officers’ salaries account 
but which were charged against the building account, 
because they were earned prior to the completion of the 
building and they were charged against that account 
370 with the approval of the RFC Mortgage Company. 

By Mr. Fruit: 

Q. Are those reflected in the earlier schedules? A. They 
are included in the cost of the building. 

Q. Which you have already testified to here today? A. 
Yes, sir. 

The Court: And you are not including them, then, in 
this list that you are about to give? 

The Witness: That is correct. They are not in this list. 

Officers’ salaries paid in the fiscal year ending June 30, 
1941 were $3,250.00. 

The amount paid in the fiscal year ending June 30, 1942 
was $5,000.00. 

For the year ending June 30, 1943, was $5,958.31. 

For the year ending June 30, 1944, it was $6,500.01. 

For the year ending June 30, 1945, it was $6,499.99. 

For the year ending June 30, 1946, it was $41,500.00. 

For the year ending June 30, 1947, it was $52,500.00. 
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For the year ending June 30, 1948, it was $52,500.00. 

For the year ending June 30, 1949, it was $52,500.00. 

For the year ending June 30, 1950, it was $40,416.60. 

For the year ending June 30, 1951, it was $41,799.96. 

For the year ending June 30, 1952, it was $41,800.00. 

For the year ending June 30, 1953, it was $41,800.00. 

Mr. Fruit: Your Honor, at this time I would like 

371 to offer in evidence the general ledger, the journal, 
the cash receipts and cash disbursements book, and 

the minute book of the Longfellow Building Corporation. 

Mr. Denit: We have no objection to the admission in 
evidence of books and records showing transactions through 
January 19, 1943. We object to them for any period 
thereafter. 

Mr. Fruit: May we have the journal marked as Plain¬ 
tiff’s Exhibit No. 9? 

The Court: Very well, it is admitted. 

(The journal, referred to above, was marked Plaintiff’s 
Exhibit No. 9 for identification and received in evidence.) 

Mr. Fruit: As Plaintiff’s Exhibit No. 10, the general 
ledger of the Longfellow Building Corporation. 

The Court: You identified as the ledger that was given 
to you for examination? 

The Witness: Yes, that is the ledger that was given to 
me for examination. 

The Court: It is admitted. 

(The ledger, referred to above, was marked Plaintiff’s 
Exhibit No. 10 for identification and received in evidence.) 

Mr. Fruit: And as Plaintiff’s Exhibit No. 11 the cash 
receipts and cash disbursements book of the Longfellow 
Building Corporation. 

The Court: Has anyone identified this book? 

372 The Clerk: Yes, it has been identified. 

The Court: It is admitted. 
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(The cash receipts and cash disbursements book, re¬ 
ferred to above, was marked Plaintiff’s Exhibit No. 11 
for identification and received in evidence.) 

• ••••#*•*« 

Mr. Fruit: May the green loose-leaf book entitled 
Minutes, Longfellow Building Corporation, be marked for 
identification as Plaintiff’s Exhibit 12-A? 

The Court: Yes. 

(The green loose-leaf book entitled Minutes, Longfellow 
Building Corporation, referred to above, was marked 
Plaintiff’s Exhibit 12-A for identification.) 

Mr. Magee: Is there a 12? 

Mr. Fruit: I am offering the minute book in stages. It 
is in three parts. It will be 12-A, B and C, I believe. 

(The green loose-leaf book entitled Minutes, Longfellow 
Building Corporation, referred to above, was marked 
Plaintiff’s Exhibit No. 12-B for identification.) 

• •••*###*# 

373 (The red and black book entitled Longfellow 
Building Corporation, Minute Book, referred to 
above, was marked Plaintiff’s Exhibit 12-C for identifica¬ 
tion.) 

377 By Mr. Fruit: 

Q. Mr. Hair, you testified yesterday to the annual earn¬ 
ings of the Longfellow Building Corporation in terms of 
net earnings per share during 1941, 1942, and a part of 
1943. Did you make a summary tabulation of your findings 
and testimony upon that subject? A. Yes, sir, I did. 

Q. May I have it, please? 
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378 The Court: Very well, it is admitted for that 
purpose. 

(Thereupon, the document previously marked Plaintiffs’ 
Exhibit No. 13 for identification was received in evidence.) 

By Mr. Fruit: 

Q. Mr. Hair, do you recall whether or not you ever 
interviewed the defendant, Mrs. Fannie Caminita, also 
known before her marriage as Mrs. Fannie Mittell? A. 
Yes, I interviewed Mrs. Mittell in January of 1951. 

Q. Do you recall on or about what days in January 

379 that interview took place? A. The interview took 
place on two afternoons. The dates were January 

18 and January 19. 

Q. Where did they take place? A. They were in Mr. 
Magee’s office. 

Q. Who was present ? A. Mr. Magee was present with 
Mrs. Mittell and myself. 

Q. Did you make notes at the time of the interviews? 
A. Yes, I did. 

Q. Did you examine the minute book of the National 
Home Library Foundation at that time? A. Yes, I exam¬ 
ined the minute book of the National Home Library 
Foundation in Mr. Magee’s office prior to the interviews 
with Mrs. Mittell. 

Q. Do you recall whether or not anyone gave you any 
additional minutes, or -what purported to be additional 
minutes, of the meetings of the trustees of the National 
Home Library Foundation after your examination of that 
book? A. Yes. On the first afternoon that I talked with 
Mrs. Mittell, she gave me the minutes of one meeting, 
which were not in the book. 

Q. Do you recall whether there was any date on that 
minute entrv? A. Yes, the minute entrv was dated. 

V f V 

Q. "What was it ? A. That minute entry was dated May 
28, 1941. 

#•*#•***#* 
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for those 360 shares? A. The books of the corporation 
indicate they did. 

Q. How? A. By cash. 

Q. By cash? Isn’t it a fact, Mr. Hair, that the books 
indicate the Foundation never paid any cash for those 
shares? A. I was in error on my last answer when I 
said, “By cash.” That $180,000 was a stock consideration, 
which according to the records of Longfellow Building 
Corporation it paid to National Home Library Foundation 
as part payment on one of the parcels of land acquired 
at that time. 

• **••****• 

412-A Q. Which means the $180,000 was merely a write¬ 
up in the valuation put on that land, doesn’t it? 

********* „* 

The Witness: That is correct. 

**•*••*•*• 

413 Q. And from an accounting standpoint, that 
means that the $180,000 was watered stock, doesn’t 
it? 

*••*••#•#• 

The Witness: Well, that is a matter of opinion on 
whether all or part of it would be called watered stock. 
It was in effect a profit paid by Longfellow Building Cor¬ 
poration to the National Home Library Foundation on 
that parcel of land which was purchased from the other 
owner in the name of the Foundation and then transferred 
to Longfellow Building Corporation. 

By Mr. Denit: 

Q. Now, do you mean by that that the Foundation pur¬ 
chased certain of the lots that went into the land on which 
the building was erected for $250,000 and then turned over 
the land to the Longfellow Building Corporation for 
$430,000? A. I believe those are the correct figures. 
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Q. And the $180,000 differential was simply a write-up 
in the cost of the land, wasn’t it? A. Yes, sir, that is right. 

• ••**•*•#* 

414 Q. Didn’t you ascertain that the total cash paid 
for the land on w'hich the Longfellow Building 

Corporation was erected was $380,245.80 ? A. Yes, sir. 

Q. Did you find any write-up in any of the other pieces 
of land? A. No. 

#*•######• 

415 “Q. Now, on Exhibit No. 6, second page, under 
date of June 30, 1940, you show" an entry, 240 shares 

to MeShain, J. 6, $102,000, as of 5/3/40. Did the books of 
the Mt. Vernon Corporation disclose whether Mr. MeShain 
paid $102,000 for that stock?” 

Mr. Denit: There are two errors there—204 shares 
and the books of the Longfellow Building Corporation. 

The Witness: The books of the Longfellow Building 
Corporation do not indicate that MeShain paid $102,000 in 
cash for that stock. 

#••«•##•#• 

Q. What did you find on the books of the Longfellow 
Building Corporation, if anything, to show what was the 
consideration for that stock? A. That stock was part 
of the consideration to MeShain for his construction of 
the building. 

Q. You are sure about that? A. Yes, sir. 

417 Q. The next entry on Exhibit 6 is June 30, 1940, 
35 shares of stock to Lescaze, as of 5/3/40, $17,500. 
Did you find any entry on the books of the Longfellow 
Building Corporation to indicate whether Lescaze paid 
that money to Longfellow Building Corporation? A. 
Lescaze did not pay that money in cash. 

Q. Did he pay it in any other way? A. He paid no 
money. 




238 


Q. Did he pay in any way? A. That $17,500, represented 
by 35 shares of stock, was part of the consideration paid 
to Lescaze for his services as architect for the building. 
Q. Do you really mean that, Mr. Hair? 

Mr. Fruit: I object to that. Counsel has his answer 
and now he is arguing with the witness. 

The Court: I suppose that is a good one to ask him, 
if that is the case, this statement that you previously made. 

The Witness: The records indicate that. 

• •••••*••• 

422 Q. From 2/3/41 to 6/30/41, you show that the 
annual earnings per share were $25.74; is that right? 

A. Correct. 

Q. Could any part of those earnings have been paid to 
those shareholders during that period of time? A. I was 
informed by Mr. Sothoron and Mr. Highfield that as 
long as the RFC Mortgage Company loan was outstanding, 
dividends could not be paid. 

#*••••###• 

423 Q. Well, did you verify what they told you by 
reading the agreement? A. I don’t recall at this 

time specifically seeing that in the agreement. I did not 
question their remarks, because I had other cases involv¬ 
ing RFC matters. During the course of the investigation, 
it was my understanding that dividends could not be paid 
at that time. 

Q. Or at any of the times set forth in this memorandum, 
that is, from 7/1/41 to 12/31/42; 2/3/41 to 12/31/41; 
1/1/42 to 6/30/42; 7/1/41 to 6/30/42; 7/1/42 to 12/31/42; 
1/1/42 to 12/31/42; 7/1/42 to 6/30/43; 1/1/43 to 6/30/43? 
A. That is correct. 

Q. The fact is, then, that these paper earnings shown 
on the books were not available to stockholders at any 
time during that period, that is, from February ’41 to 
June 30, ’43; is that correct? A. Not available in the 
form of dividends. 
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428 By Mr. Magee: 

429 Q. You have testified on direct examination that 
the information which you gave this Court about 
the transfer of the 100 shares of stock to Mrs. Mittell 

430 and the information concerning the sale of the 833 
shares was your entire recollection of what was said 

on that day; is that correct, sir? A. No, sir. 

Q. Then isn’t it a fact that there was much more said 
about the transfer of those 833 shares of stock by Mrs. 
Mittell than you have testified to on direct examination? 
A. What I testified to was certainly not the full and com¬ 
plete verbatim conversation that we had. 

Q. And, as a matter of fact, Mrs. Mittell not only told 
you about the debts that were owed by the National Library 
Foundation, but she actually listed those debts to you 
and gave you the name of each creditor, did she not, sir? 
##•###•#*# 

The Witness: Yes, she did. She gave me or listed for 
me the debts which she said the Foundation owed. 

By Mr. Magee: 

Q. She listed the debt of the money that had been loaned 
by her and her husband to you as $12,000, didn’t she, sir? 
A. Yes, sir. 

Q. She also listed the $12,000 obligation that was 

431 owed to Mt. Vernon Mortgage Corporation? A. Yes, 
sir. 

Q. She also listed to you that there was $11,000 owed 
to Wolff for printing? A. Yes, sir. 

Q. She also told you that she owed in excess of $3,000 
to Jelleff’s here in Washington? A. That is correct. 

Q. So that the Foundation owed $38,000 at the time of 
her husband’s death; she told you that, didn’t she? A. Yes, 
sir. 

Q. Didn’t she tell you further that in discussing the sale 
of the 833 shares of stock that she had consulted with 


both Mr. Craig and Mr. Carraway? A. Yes, she told me 
she talked to them about the transaction. 

Q. And they had come to the conclusion that it was the 
only sensible thing to do, was to sell this stock, in order 
to pay off these debts; did she tell you that? A. Yes, sir. 

Q. And she told you that Mr. Craig had told her it was 
a godsend, didn’t she? A. Yes. 

Q. Then she also told you with respect to the 100 shares 
of stock that was covered by the minutes which you 

432 read that there were 98 of those shares that had 
been in the name of her husband at the time this 

loan was made to Mt. Vernon and she had learned that 
from Mr. Highfield—loan from Mt. Vernon was made; did 
she tell you that, sir? A. She told me she had learned 
that from Mr. Highfield. 

Q. Now, isn’t it a fact that she told you that Mr. Sothoron 
didn’t prepare these notes of the minutes of that meeting 
but that she had consulted with him and that she had 
prepared them? A. No, that is not correct. She told me 
Mr. Sothoron handed her the minutes already prepared. 

Q. That is your recollection of what was said? A. Yes, 
sir. 

Q. Would you go back to your notes of that conversation 
and see if you can find any such statement? A. Shall I 
read my notes? 

Q. Do you find the statement? A. Yes. 

Q. May I see it? 

You have taken it down as, “Sothoron prepared the 
minutes at those times.” That is the notation you have. 
A. That is right. 

Q. That is, prepared the minutes, those minutes. Are 
you referring to the minutes relating to the 100 shares? 
A. At this point we were talking about the sale of 

433 the 833 shares, in addition to the transfer of the 
100 shares. 

Q. Now, referring to the stock price, that is, the sale of 
the 833 shares of stock to the Mt. Vernon Mortgage Cor¬ 
poration, didn’t she advise you that she had also consulted 
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with her mother and her brother about what to do in this 
matter of liquidating the debts of the Foundation? A. I 
have no recollection of that. 

Q. Would your notes refresh your recollection on that 
if you looked at them? A. I have read my notes during 
the past two or three days and I have no notes indicating 
that. 

Q. And at that time didn’t she tell you that the affairs 
of both, the Longfellow Building Corporation and the 
Foundation, were in a very precarious position? A. No, 
she didn’t tell me that. 

Q. And didn’t she further tell you that if the Govern¬ 
ment cancelled the lease on the Longfellow Building and 
moved out, that the Longfellow Building Corporation 
would be in a desperate financial situation? A. I don’t 
remember Mrs. Mittell telling me that. 

Q. You have no recollection of her telling you that on 
the occasion of the interview with Mrs. Mittell in my office, 
now Mrs. Caminita? A. No, I do not. 

Q. You wouldn’t say it wasn’t said, though, would 
434 you, Mr. Hair? A. No, I wouldn’t deny it. 

443 By Mr. Magee: 

Q. If these assets of 650,000 books had been sold 

444 for their list prices at 15 and 25 cents, with the 
corporation only owing $38,000, a rather handsome 

profit would have been realized, would it not, Mr. Hair? 

Mr. Stetson: Objection. 

The Court: The objection is sustained. 

Mr. Magee: Your Honor, the issue involved is whether 
or not we have a charity. 

The Court: We are not interested in finding out if this 
or if that or if the other thing. We are trying to find out 
what the facts are. 

Mr. Magee: Precisely, Your Honor. I am attempting to 
prove through this witness that here is a corporation with 
650,000 books wdiich had a sale price of 15 cents and 25 
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cents and upwards. Now counsel are contending in this 
complaint that this is a charitable corporation and func¬ 
tioned as such and it was a non-profit corporation. Now 
I am proposing to show that this was a book selling cor¬ 
poration and that if these books were sold, it would have 
been in a profit-making status, and the publication and sale 
of books is not a charity and this witness, I think, can help 
us on that point. 

The Court: The objection is sustained. 

Mr. Stetson: Your Honor, I think Mr. Magee’s remarks 
have no relevance to this case and I move they all be 
stricken. 

Mr. Magee: That is an offer of what I offer to prove 
through this witness. I make it as an offer of proof. 
445 The Court: Well, I will let the remarks stand. 

By Mr. Magee: 

Q. Didn’t you know, Mr. Hair, and hadn’t you consulted 
the record to find out that there was a suit pending in this 
Court at the time you made your investigation, making the 
charge that this charitable trust had been imposed upon 
them and that this stock had been sold at less than its 
value and that the United States Attorney was a party to 
that suit? 

Mr. Fruit: I object to that. That is a matter of record, 
if it is so in this district, as indicated by previous evidence 
in the case, and I do not recall—at least I am not certain 
that counsel’s characterization of the action is entirely 
accurate. 

The Court: What is the purpose of the inquiry? 

Mr. Magee: We have pleaded res adjudicata, Your 
Honor, and I am laying the ground for putting in that 
plea the issues which are being litigated in this case. 

Mr. Fruit: On that statement I object to it as being 
entirely outside the scope of the direct examination. 

Mr. Magee: And that the Government knew it. 

The Court: I will sustain the objection to the question 
about the suit. 
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Mr. Magee: Your Honor, for the record, may I make an 
offer of proof? 

The Court: Yes. 

446 Mr. Magee: I offer to prove through this witness, 
Your Honor, that he was aware that at the time he 

was conducting his investigation, that there was on file in 
this Court, Civil Action No. 1979-50, entitled Mahoney v. 
National Home Library Foundation, which also involved 
the defendant Mittell, the Longfellow Building Corpora¬ 
tion, the defendants in this case, Robert T. Highfield, Mr. 
Sotlioron, Mr. Mittell, Arthur Winn, the Mt. Vernon Mort¬ 
gage Company, and also George Morris Fay, the United 
States Attorney, in his capacity as the person having 
charge of charitable trusts in the District of Columbia; that 
this complaint was filed, and I will ask Your Honor to 
judicially notice its contents, and that the United States 
appeared and answered on the merits, and motions to 
dismiss that case were granted by Mr. Justice Tamm, and 
the case was dismissed on the theory that even in a case of 
a charitable trust laches and limitations apply, and the 
suit had been brought too late. 

Mr. Fruit: Will counsel also stipulate that the dismissal 
was without prejudice? 

Mr. Magee: The dismissal was with prejudice. 

Mr. Fruit: As to the United States Attorney. 

The Court: If I understand you, you are moving that 
the Court judicially notice these records? 

Mr. Magee: Yes, as a part of my offer of proof in con¬ 
nection with the interrogation of this witness, Your Honor. 

The Court: Why, I thought that you wrere offer- 

447 ing the records independently. 

Mr. Magee: No, I am not offering them yet. I am 
saying what I am offering to prove through this witness 
and by the records of this Court. 

The Court: If you simply want to ask this witness if 
he knew that this suit had been filed that you have 
described, why, you may ask him that. 

Mr. Magee: Very well. 
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By Mr. Magee: 

Q. Did you know that such a suit was filed? A. Yes, sir, 
I did. 

Q. And that suit was pending at the time you made your 
investigation? 

Mr. Fruit: I object to that. The times have not been 
sufficiently defined in the question for it to be competent. 

Mr. Magee: This is an agent of the United States making 
the investigation of these charges, Your Honor. 

The Court: The question is, do you know whether this 
suit was pending at the time you made your investigation? 

The Witness: It had been dismissed prior to my in¬ 
vestigation. 

449 Q. Mr. Hair, on your direct examination, you 
mentioned that the minute of May 28, 1941, was not 

in the minute book when you first saw it, and I show you 
that minute so that we will be sure that we are talking 
about the same one. Is that correct, sir? A. That is 
correct. 

Q. Isn’t it a fact, Mr. Hair, that I gave you that minute 
when you came into the office and told you that I had found 
it in a folder? A. Either you or Mrs. Mittell gave it to 
me on the first afternoon that we started the interview 
with Mrs. Mittell. 

Q. Isn’t it a fact, now, search your memory, that I gave 
you that minute? A. I don’t recall that. 

Q. You just don’t remember? A. No. 

Q. Now, when you read to the Court this minute, you 
didn’t read the notice of the meeting and who signed it, 
did you? A. No, I did not. 

Q. Would you turn to page 2 and tell the Court 

450 who signed the waiver of notice for that meeting? 
A. The signatures on the waiver of notice are 

Sherman Mittell, Robert B. Craig, and Fannie Sessions. 
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Q. That was a part of this minute that you saw at the 
time in my office, was it not, sir? A. It was with it. 

• •*••*•**• 

451 Q. You were told, were you not, Mr. Hair, by Mrs. 
Mittell at the time of the conference in my office that 

452 during the time when Mr. Mittell was President of 
the Library Foundation, that the Foundation was 

indebted to Judd & Detweiler to the extent of $12,000.00, 
were you not, sir? A. Yes, sir. 

Q. Didn’t she tell you that the $12,000.00 that is covered 
by that minute was used to pay that bill? A. Yes, sir. 

456 Q. Did Mr. Craig tell you in this conversation 
which you had with him that he considered that they 

had closed up the affairs of the Foundation and that it had 
been liquidated for many years prior to the time of talking 
to you? A. Yes, he stated it had been—he assumed it had 
been liquidated for several years. 

457 Q. And in the course of your investigation, didn’t 
you find out that the United States Government 

had determined that this corporation had been terminated 
and liquidated as of December 31, 1943? A. By “corpor¬ 
ation” you mean the National Home Library Foundation? 

Q. That it was considered by the United States Govern¬ 
ment to have been terminated as of December 31, 1943? 

Mr. Fruit: I object to that question. It is irrelevant, in¬ 
competent and immaterial, and no showing that it is within 
this witness’ knowledge. 

Mr. Magee: They raised a question of whether there 
was an order, whether they w T ent through a process of 
having it dissolved by court order. 

Now here is the United States making an official ruling 
that this corporation, Foundation, is terminated as of 
December, 1943. 

The Court: Would you read the question? 
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The Reporter (Reading): 

“Question: That it was considered by the United States 
Government to have been terminated as of December 31, 
1943?” 

The Court: The objection is sustained. 

Mr. Magee: May it please the Court, I offer to 

458 prove at this time through this witness that an 
official ruling was made by the United States 

Treasury Department, the date of it was June 4, 1951, and 
they advise that: 

“The question of your present status for federal income 
tax purposes is under consideration in this office. Informa¬ 
tion secured as a result of an investigation by the Office 
of the Internal Revenue Agent in Charge, Baltimore, Mary¬ 
land, discloses that you ceased operations in July, 1942, 
after the death of your President, Sherman F. Mittell, 
that you were in the process of liquidation during the 
period from July, 1942 until December, 1943, at which 
time your liquidation was completed.” 

The Court: Mr. Magee, do I understand that you are 
attempting to prove something like that by this witness? 

Mr. Magee: I am sure he found it in the course of his 
investigation, Your Honor. They are making an issue 
that this corporation had not been liquidated. 

The Court: Well, the objection is sustained. 

Mr. Magee: And I may— 

The Court: Outside of the scope of the direct examina¬ 
tion. 

Mr. Magee: May I complete the offer, Your Honor? 
The Court: Yes. 

Mr. Magee: The next sentence reads: 

459 “In view of the foregoing it is the opinion of this 
office that the exemption to which you were held 

entitled to Bureau ruling of September 9, 1938, terminated 
as of December 31, 1943, and the Bureau ruling of Sep¬ 
tember 9, 1938, is hereby modified accordingly.” 

And it is signed, of course, by the Deputy Commissioner 
of Internal Revenue. 
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By Mr. Magee: 

Q. Mr. Hair, at the close of the interview in my office 
with Mrs. Mittell, didn’t she tell you she tried over fifty 
outlets in an effort to dispose of these hundreds of 
thousands of books that were left after the death of her 
husband? A. I don’t recall the details of that. She did 
tell me, however, that she tried many sources in efforts to 
dispose of the books. 

• •»•••#•** 

469 By Mr. Magee: 

Q. Mr. Hair, wuth reference to the actual meeting of the 
Foundation’s trustees on December 9, 1943, isn’t it a fact 
that Mrs. Mittell told you that was an actual meeting and 
that all three of the participants named in the minutes 
were present, including yourself, Mr. Craig, and Mr. Car- 
raway? A. That was a meeting in December? 

Q. December 9 of 1943. A. I recall her saying that 
all three trustees were present at that meeting. 

Q. And didn’t she tell you that in all of the transactions 
of the Foundation she did with their approval? 

470 A. She said she had received their approval for 
all of the transactions. She did not indicate whether 

it was before or afterwards. 

Q. Her statement, that everything she did for the 
Foundation she did with their approval; isn’t that correct, 
sir? A. Correct. 

• •••••#•#* 

471 By Mr. Magee: 

Q. At one point in your examination of Mrs. Mittell, 
you asked her, did you not, Mr. Hair, whether or not she 
knew that the stock as of the time of this transfer on 
January 15, 1943 had a book value of $272.86? A. Yes. 

Q. Do you remember asking her that question? A. Yes, 
I did. 

Q. And she replied that she didn’t know anything about 
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a book value of this stock, didn’t she, sir? A. She said 
she had no idea what the book value of the stock was. 

• •••«•#•*# 

By Mr. Magee: 

Q. I will ask you, Mr. Hair, to look at page 154 of your 
notes and ask you if that doesn’t refresh your recollection, 
that instead of the figure I used of 650,000 books, Mrs. 
Mittell told you there were 850,000 books in ware- 

472 houses and in storage at the time of her husband’s 
death? A. My notes read that 350,000 books were 

sold to a Mr. A. Hamming, H-a-m-m-i-n-g, of New York 
City, and 500,000 books were on hand altogether located 
at St. Matthews Court. I do not know at this time whether 
the 350,000 would be part of the 500,000 or whether that 
would be in addition. 

Q. You just don’t remember how that was testified to 
by her to you? A. I don’t recall. 

Q. And isn’t it a further fact that when she told you 
that she was indebted to Judd & Detweiler, that is, the 
Foundation was indebted, to the extent of $12,000, that the 
money that was used to pay that was the money which her 
husband had received at the closing of the Longfellow 
Building Corporation matter? 

Mr. Stetson: I would inquire, Your Honor, whether he 
is asking if Mrs. Mittell told him or whether that was the 
fact. From a reading of the question, it was not clear. 
The Court: Bead the question. 

By Mr. Magee: 

Q. Did she tell you that, Mr. Hair? 

The Court: Just one moment. Would you read the 
question? 

(Question read.) 

Mr. Fruit: I object to that. It is too indefinite. There 
are a number of Longfellow Building matters here in 

473 evidence. I don’t know which matter the witness 
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can be expected to understand. I, therefore, object to the 
form of the question. 

The Court: I will sustain the objection to the form of 
the question. 

By Mr. Magee: 

Q. Didn’t you make a notation on page 154 of your 
minutes—Can I approach the witness, Your Honor, to read 
this to him? 

The Court: Yes. Just keep your voice up. 

By Mr. Magee: 

Q. “$12,000 loan to National Home Library Foundation 
was the money Mittell got from LBC, Longfellow Building 
Corporation”— A. Correct. 

Q. “—for services. It was immediately paid to Judd 
& Detweiler.” A. Yes, sir. That represents what she 
told me. 

Q. And didn’t she further tell you that at the time of the 
sale of the stock to the Longfellow Building Corporation 
of the Foundation that the mortgage of the RFC forbid 
the payment of dividends over the length of that mortgage 
and that it would be a long time before anv return could 
be expected from that stock? A. I don’t recall, sir. If 
that is in my notes, Mrs. Mittell told me that. Other 
474 people told me the same thing. I don’t remember 
whether she did or not. 

Q. Didn’t she tell you that Highfield and Sothoron— 
IT and S—does that mean Highfield and Sothoron in your 
notes? A. I think it does. 

Q. —indicated that it would be a long time before in¬ 
come could be received? Isn’t that what this statement 
means? It breaks off in the middle—page 156 of his notes. 
A. That is correct. This particular section of my notes 
pertains to discussions that Mrs. Mittell said she had had 
with Highfield and Sothoron, and this reads, “They 
indicated it would be a long time before,” and then there 
is a break, and my recollection is that the completion of 
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that statement would be that they indicated it would be 
a long time before any money could be realized out of the 
corporation. 

Q. Out of the stock? A. Out of the stock. 

Q. And didn’t she also tell you that she was worried 
at that time because the Government had a 30-day can¬ 
cellation clause in the lease and that if that lease was 
cancelled, they would be in a desperate situation? A. No. 
She told me that Mr. Highfield and Mr. Sothoron told her 
that the lease would permit the Government to cancel with 
30 days notice. She didn’t say she was worried about that. 

Q. And that was one of the reasons which she 
475 gave for agreeing to the sale? A. That is correct. 

Q. Is it my understanding, Mr. Hair, that based 
on these notes which we have been using here in court you 
compiled a typewritten report; is that correct, sir? 
A. Those are p-irt of the notes upon which I based my 
report, yes, sir. 

Q. Pertaining now to the two interviews you had with 
Mrs. Mittell, I am asking now. You made a report on 
those interviews, did you not, sir? A. I made a report 
which included those interviews. 

Q. And that report is in the hands of counsel here for 
the plaintiffs, is it not, sir? 

Mr. Stetson: I think he has already answered that 
question, Your Honor. 

Mr. Magee: At this time, then, Your Honor, I ask the 
production of the report, because these are notes. The 
reports obviously are much more full as to facts that the 
notes, and I think it would be helpful to the Court to have 
that report before it. 

The Court: The Court has already ruled it isn’t going 
to require him to produce any notes that he has not used 
in this trial to refresh his recollection. 

Mr. Magee: Then I understand the Court is overruling 
my request? 

The Court: Yes. 


476 
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By Mr. Magee: 

Q. Mr. Hair, when Mrs. Mittell told you of these obliga¬ 
tions, did you verify them by checking with the debtors to 
see whether this money was owed? A. Verification was 
made. It wasn’t a complete verification. The Internal 
Revenue had, I believe, verified those payments from the 
proceeds of the sale. 

##••••#### 

479 Mr. Denit: These documents on their face show 
that they have nothing whatever to do wdth the issue 

involved in this suit, and we know of no theory of evidence 
upon which they may be admitted in evidence. 

The Court: My recollection is there is some statute 
which applies. 

Mr. Denit: The statute may authorize the repository of 

a document to certify it, but these documents haven’t any 

relevancy whatever; this one certainly hasn’t any 

relevancv whatever to the issue involved in this suit. 

* 

Mr. Stetson: I am willing to leave that to the Court’s 
discretion, Your Honor. 

The Court: Well, then, your objection is on the ground 
of relevancy? 

Mr. Denit: That is correct. 

Now, is No. 15 offered in evidence? 

The Court: Yes.' 

Mr. Denit: We object to that on the same ground. 

Mr. Stetson: Shall I offer No. 16 at the same time? 

The Court: Do you want to be heard? 

Mr. Magee: I will join in these objections, Your Honor. 
As I look at these statements, these are certain reports 
apparently made by Longfellow Building Corporation, 
because they are obviously to the RFC pursuant to 

480 the provisions of a deed of trust. But there are 
manv figures which are not included here which will 

be helpful to the Court in determining whether or not this 
corporation had assets, because the payments to principal, 
the payments of Federal income taxes and matters of that 
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sort do not appear on these operating statements, and 
they do not give a correct picture in any sense of the word 
in the financial status of the Longfellow Building Corpor¬ 
ation. If you will run down the statement, Your Honor 
will see what I mean. 

Here are two deeds of trust which have no payments on 
them. Nothing is said on here to take care of those pay¬ 
ments. Nothing is set up to take care of payments for 
Federal income taxes. This doesn’t aid the Court. It 
just confuses the issue. The bank statements, that is, the 
statements which have been examined carefully by Mr. 
Hair and which he has testified to in detail, do contain the 
information which the Court wants. This is just confusing. 

The Court: The objection is overruled to Plaintiff’s 
Exhibits 14 and 15. These are admitted. 

(Plaintiff’s Exhibits Nos. 14 and 15, previously marked 
for identification, were received in evidence.) 

Mr. Stetson: At this time, Your Honor, I would like 
to offer in evidence Plaintiff’s Exhibit No. 16, being the 
operating statement of the Longfellow Building Cor- 
481 poration covering the period July 1, 1943 to June 30, 
1944. This, likewise, is a certified document from 
the files of the RFC. It is offered in evidence. 

Mr. Denit: We object to it on the same ground. 

Mr. Magee: I join in that. 

The Court: The objection is overruled. It is admitted. 

(Plaintiff’s Exhibit No. 16, previously marked for 
identification, was received in evidence.) 

Mr. Stetson: I would like to call Mr. Quinn. 

Thereupon— 

James L. Quinn 

was called as a witness by the plaintiff and, after having 
been duly sworn, was examined and testified as follows: 

• ••••••••• 
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484 By Mr. Stetson: 

Q. Mr. Quinn, would you state your name and address 
for the record, please? A. My name is James L. Quinn. 
My business address is 729 15th Street, Northwest, Wash¬ 
ington 5, D. C. 

Q. And what business is that, Mr. Quinn; what is the 
name of your firm? A. The name of the firm is Auchin- 
closs, Parker & Redpath. 

Q. And what is that firm ? A. They are members of the 
New York Stock Exchange and do a regular business in 
securities. 

► Q. And what is your position in the firm, Mr. Quinn? 

A. I am the co-manager of the investment advisory depart¬ 
ment. 

Q. The investment advisory department? A. Yes. sir. 
Q. And how long have you been serving in that capacity, 
sir? A. For Yiy* years. 

485 Q. Now, going into your background a little bit. 
how long have you been in the field of investment 

counseling or related work of that sort? A. 29 years. 

Q. Now, of that 29 years, you have been acting as invest¬ 
ment counsellor? A. Well, investment statistical re¬ 
search first for approximately four years and research and 
advisory w*ork for about 25 years. 

Q. And in your advisory capacity, you have consulted 
many clients, have you, sir? A. Yes, sir. 

Q. Would you care to give us the names of some of these 
clients that you have advised as to their investment port- 
| folios? A. Well, I might mention the Auchincloss family. 

■* Mr. Auchincloss is the senior partner of our firm. He is 

not a general partner. He is a special partner, but he 
founded the firm. He is a wealthy man and his family 
alone own several millions of dollars -which are under my 
direct supervision from the standpoint of investment, 

\ management and assistance to the client, 

j Q. And in your capacity as such investment counsellor, 

is it your duty to advise him as to market values of stocks 
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and the advisability of selling or purchasing stocks? 

A. Yes, with this qualification, that the market 
4S6 values are generally apparent. They are in the 
newspapers, and the kind of securities we deal with 
as a rule, that is apparent to the clients, but we do advise 
them as a matter of service, of course, but more im¬ 
portantly we advise them as to the wisdom of selecting 
securities, buying them and selling them. 

Q. In other words, Mr. Quinn, when you advise a client 
as to whether he should buy or sell, you do not do it only 
in reliance on the price; is that correct? A. Yes, sir. 

Mr. Stetson: Your Honor, I offer Mr. Quinn as an 
expert witness on the subject of the value of stock and 
particularly of the stock here in question. 

Mr. Denit: If that is the limit of the attempt to qualify 
Mr. Quinn, we submit he has utterly failed so to do. Mr. 
Quinn has stated to Your Honor that his life work has 
been in the investment business analyzing statistical 
matter and that the largest single customer’s business that 
he handles is a customer whose investments are securities 
listed on the New York Stock Exchange, where the price 
is regulated from day to day. He hasn’t shown a single 
instance of any appraisal of an asset or property com¬ 
parable to that which is involved in this suit. 

Mr. Magee: I join in that objection, Your Honor. 

•The Court: The objection is overruled. 

487 By Mr. Stetson: 

Q. Mr. Quinn, as an investment counsellor, what are 
some of the factors that you would take into consideration 
in arriving at the value of stock not listed on any exchange? 
A. Well, after solvency, which is the principal factor and 
a sustaining life to any business organization, the most 
important single factor is earning power. When that earn¬ 
ing power is established in the case of a company who has 
no securities listed in public markets, nevertheless, they 
are compared with public markets, after making certain 
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allowances to determine the best reference that you can 
get for that market value. 

Q. Are there any other factors that you w r ould consider 
important perhaps in arriving at earning power? A. Well, 
you would use what I might call the economic situation in 
trying to see, if possible, whether or not the trend indicated 
by the latest financial statements wull continue by studying 
the factors that produce revenue, and assuming that the 
operating efficiency of the company will be the same as 
indicated by the latest statement, and you apply that to 
these units, if they lend themselves to calculation. In 
order to make reasonably certain that the existing situa¬ 
tion may, everything being equal, continue for some reason¬ 
able time in the future. 

Q. Now, have you had occasion to value the Long- 

488 fellow Building Corporation stock, the common 
stock, as of 1943, early 1943? A. Yes. 

Q. And that was done at my request? A. Yes, sir. 

Q. Now, suppose you tell the Court the procedure you 
used to reach your valuation of that stock as of the date 
indicated. 

• ••*••*•#* 

Mr. Denit: What date? 

*•••••*•#* 

The Witness: The date I used was January 19, 1943. • 
Mr. Denit: Thank you. 

The Witness: I have before me a photostat, which you 
made available to me, Mr. Stetson, showing the net income, 
annual rate of earnings, annual earnings per share for 
several interim and annual periods beginning February 3, 
1941 and ending June 30, 1943. 

• #**♦•#### 

By Mr. Stetson: 

Q. I show you Plaintiff’s Exhibit No. 13 and ask 

489 you, Mr. Quinn, if what you referred to as a photo¬ 
stat is not a photostat of Plaintiff’s Exhibit No. 13? 
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A. Well, that would require looking at all these figures 
and checking them, and I really think it is unnecessary. 
I will be glad to testify from this instead of what I have 
here. Will that be all right, this particular one? I am 
quite sure it is the same, but I will be glad to use this. 

The Court: If you desire to see if they are the same, 
suppose you compare it with the exhibits that counsel 
have back there. 

Mr. Magee: I understand that he proposes to base his 
testimony of value on Plaintiff’s Exhibit 13. Is that cor¬ 
rect, counsel? 

Mr. Stetson: That is correct. 

Mr. Magee: At this point, then, Your Honor, I object, 
because it is perfectly obvious the face value of this stock 
on this tabulation made by Mr. Hair of purported earnings 
of the Longfellow Building Corporation is not an appro¬ 
priate basis upon which to base stock value, because there 
are many other factors, which Your Honor knows must be 
taken into consideration, which are not shown in the state¬ 
ment. 

Mr. Stetson: Your Honor, this is not the only basis of 
valuation. I think it will become quite clear that this was 
only one of the approaches to value that Mr. Quinn used. 

The Court: Well, will you have identified the 
490 papers now with reference to the record that the 
witness is using? 

Mr. Stetson: Plaintiff’s Exhibit No. 13, Your Honor. 

The Court: Very well. 

Mr. Magee: Then if he is to express an opinion based 
on that, I object to it, Your Honor. It is insufficient. 

The Court: The objection is overruled. 

By Mr. Stetson: 

Q. Now, Mr. Quinn, you say you took this paper, Plain¬ 
tiff’s Exhibit No. 13. Suppose you continue as to the 
method you used to arrive at a value of the stock as of 
January 19, 1943. 

Mr. Magee: Your Honor, before the witness answers, 
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this exhibit was put in only for the convenience of the 
Court. It has not been admitted in evidence for any other 
purpose. This is a summary prepared by Mr. Hair. 

Mr. Fruit: Your Honor, I introduced that exhibit on 
behalf of the plaintiff and it was introduced as a tabulation 
of Mr. Hair’s testimony of yesterday from the Longfellow 
Building Corporation balance sheets, 'which are also in 
evidence, and it was and is being used as a tabulation for 
convenience of that evidence which is in the record. Need¬ 
less to say, if that evidence is not in the record, why, then, 
that may be an appropriate subject of attack of this 
witness’ testimony later. 

The Court: The objection is overruled. 

491 The Witness: The record of earnings is small, 
short, rather, because the income was first received 
from the statement February 3, 1941, and the record ends 
June 30, 1943. 

The Court: Keep your voice up, please. 

The Witness: Yes, Your Honor. 

The earnings per share have been calculated on this 
annual rate of earnings for all these periods. 

The rate of earnings was computed at $51,488.04 for 
the first period, and the calculated earnings per share on 
the 2,000 shares outstanding are equal to $25.74 per share. 

Just to save the time of the Court, I will run down 
quickly and say the next period, July 1, ’41 to December 31, 

’41, $18.88 per share; j 

February 3, ’41 to 12/31/41, $22 per share; ! 

January 1, ’42 to June 30, ’42, $17.12 per share; j 

July ’41 to June 30, ’42, $18 per share; j 

July ’42 to December ’42, $19.95; 

January 1, ’42 to December 31, ’42, $18.53; j 

July 1, ’42 to June 30, ’43, $20.21; j 

January 1, ’43 to June 30, ’43, $20.47. ; 

That record is pretty uniform, and in order to keep the ! 
matter simple, T took the last three periods, $18.53, $20.21, 
$20.47, added them together, divided by 3, and obtained j 
a result of about $19.72 per share, as I recall the figure. 


i 





258 


Those figures I have thought were close enough 

492 to an even $20, and because the effective date of 
sale, January 19, 1943, and it not being possible to 

determine the exact earnings up to that date from the 
information here, I have assumed that a fair statement of 
the earnings per share as of January 19, 1943, were $20. 
#*#»••#### 

By Mr. Stetson: 

Q. Continue, Mr. Quinn, if you wfill, please, as to what 
other matters you took into consideration in order to reach 
your final conclusion as to value of the stock. A. Well, as 
previously indicated, we usually have the right to assume 
from the latest financial statement available fo£ a corpora¬ 
tion that if it is of recent date and there has been no im¬ 
portant change in the general economic situation or no 
important change in that particular industry or business 
or in that particular company, it is reasonable to believe 
that the earnings as of this date in question are the same 
as indicated by the rate in the last financial state¬ 
ment. 

493 Now the principal concern here, and in all prob¬ 
lems involving the analysis of securities, it is im¬ 
portant to make an effort to see, if possible, a very small 
wav into the dark and blank feature about which we know 
nothing. So the next thing that we try to do and which 
was done in this case, was to try and determine first what 
makes this earning power; second, is it apt to continue? 

So we went to governmental sources to obtain certain 
information on the office space problem in Washington to 
try to determine whether there "would be any continuity to 
these earnings, and I "would like to present some of that 
statistical information. 

Q. Go right ahead, sir. 

Mr. Denit: We object to the injection of hearsay into 
his opinion. 

**•**•#•#* 
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The Court: He may state the factors that he took into 
consideration. 

494 Mr. Denit: That isn’t the question asked, if the 
Court please. That isn’t the answer the witness 

gave. He said he made inquiry from governmental sources 
to determine the reasonable probability of the continuance 
of occupancy of property in Washington. Now we don’t 
even have, No. 1, what the governmental sources were; 
No. 2, the people whom he talked to; no opportunity to 
cross examine them, and this is the rankest, most vicious 
kind of hearsay evidence. 

The Court: This witness is called here as an expert and 
is entitled to give his opinion, and he may consider re¬ 
ports, and so on, in the nature of stock market and other 
information. 

Mr. Denit: That isn’t what he is asked, Your Honor. 
The Court: Well, the witness may state what inquiries 
you made in connection with preparing for this testimony. 

• •**••#*#* 

495 The Court: He may state everything he did to 
prepare himself. 

By Mr. Stetson: 

Q. Mr. Quinn, what investigation did you make concern¬ 
ing the possibility of the continued success of this opera¬ 
tion? A. I made an informal survey of the office space 
situation in Washington with particular reference to 
government employment. I contacted the Civil Service 
Commission and the General Services Administration. 
I had a friend in the Civil Service Commission who enabled 
me to get quickly on the telephone information concerning 
the number of employees in the District of Columbia at 
certain times, and also I sought information concerning 
the exodus from Washington of government employees as 
part of the problem. I sought also the amount of leased 
space that the government was renting at the time, the 
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approximate time, and I sought also the number of square 
feet per employee. 

496 I sought also the number of square feet in the 
Longfellow Building. 

I sought the number of employees and ascertained, after 
being furnished the number of employees, the square feet 
per employee and I learned the increase in employees in 
Washington from ’41 to ’42, the number of positions which 
were moved out of Washington, the amount of square feet 
involved at the proper ratio, and made a calculation as 
to how many buildings the size of the Longfellow Building 
that the government would require, No. 1, to house people 
who occupied the positions which were moved out of Wash¬ 
ington, and to house the people who came into government 
service between December 31, 1941 and 1942. 

I think that covers the investigation that I made and the 
information I obtained was on the telephone from both 
agencies, but I understand from the Civil Service Commis¬ 
sion that all of the facts that I was given concerning the 
employees and the transfers from Washington appear in 
the annual report of the Civil Service Commission which is 
available to the public. 

It would have taken me a long time to dig that out my¬ 
self. So I did resort to having the people give me the 
information I needed over the telephone. 

The same is true with the General Services Administra¬ 


tion covering the number of employees in the Longfellow 
Building, the area rented in square feet, and I also 
497 learned the number of buildings that the government 
rented at that time and buildings that the govern¬ 
ment constructed. 


The Court: Did you make any inquiry with respect to 
buildings that are available or the demand or supply here 
in Washington? 

The Witness: Well, Your Honor, I was convinced that 
if the government had to move so many people out of 
Washington, it wasn’t possible to find a place for the people 
to sit to work at that time, nor was it possible to build 
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buildings with anything but the cheapest kind of material 
because most of the important materials that go into 
building construction were restricted at that time and 
being used for war purposes. 

Your Honor, in my opinion, and I say generally, there 
was a very definite shortage of space at that time. That 
was clearly evident from the information that I obtained. 

By Mr. Stetson: 

Q. Mr. Quinn, from your investigation of space and 
available buildings, number of employees in the govern¬ 
ment and the increase of employees, the number of em¬ 
ployees that had moved out of Washington, did you arrive 
at any conclusion as to how many additional buildings it 
would have taken to house the Federal Government here 
in Washington at that time? 

Mr. Magee: Your Honor, this is definitely hearsay, and 
if we are going to go into what the Federal Government 
needs, I think we should get it from those persons 
498 w r ho are familiar with it. 

The Court: He has asked an opinion, not a con¬ 
clusion. 

Mr. Magee: That opinion, he says, is based on informa¬ 
tion which he got over the telephone by calling two 
agencies of the Federal Government, which obviously is 
hearsav, Your Honor. 

Mr. Denit: We join in the objection. 

The Court: The objection is overruled. 

• •*••***** 

The Witness: Yes, sir. There were 35,000 positions 
moved out of Washington, which involved, at the rate of 
100 square feet per person, approximately 3,500,000 square 
feet. On a minimum basis, that represented about 12 per¬ 
cent of all the employees in Washington. On a maximum 
basis, it represented 19 percent, or an average of 15 
percent, by using the number of employees as of 
December 31, 1941 and December 31, 1942. The number 




262 


of employees on December 31, 1941 in the District, 

499 including the metropolitan area, was 184,236. There 
were 284,068 on December 31, 1942, an increase 

during the year 1942 of 99,832 employees, or approximately 
54.02 percent. 

At that time the General Services Administration con¬ 
trolled leased space—that time is December 31, 1942—of 
6,710,893 square feet. So the amount involved in the Long¬ 
fellow Building was something over 4 percent of that 
figure. Now the Longfellow Building has a rentable area 
of 155,400 square feet. The number of employees in the 
building on December 31, 1942 was 1,642. 

The square feet per employee in the building was 94.6 
square feet per person, which approximates the hundred 
feet indicated a few minutes ago. 

Now*, in order to determine how many buildings the size 
of the Longfellow Building would be required to house the 
people involved in the 35,000 positions moved out of Wash¬ 
ington, it would take 22.5 buildings, by dividing 3,500,000 
by 155,400. 

Now, in order to take care of the increase in the number 
of employees from December 31, 1941 to December 31, 
1942, 99,832 employees would require 9,998,320 square feet, 
w’hich divided by 155,400 square feet, would produce 64.9 
or 65 buildings the size of the Longfellow Building. 

Does that answer the question. 

Q. In other words, Mr. Quinn, it would have taken 65 
Longfellow Buildings or thereabouts to accommodate 

500 the increase in government personnel during the 
calendar year 1942? A. That is right, by using the 

index of space occupied indicated, No. 1, by the square feet 
involved in the positions which were transferred out of 
Washington and, No. 2, by the number of square feet 
occupied per employee in the Longfellow Building. We 
know all the employees didn’t occupy office space, but these 
huge figures do strike consistent averages. 

Q. Well, now, what does all of that indicate to you, 
Mr. Quinn? A. Well, it indicated simply this—I haven’t 


263 


been asked the question. I wouldn’t say it, except that the 
government had lots of space it put up itself besides. I 
don’t know the size of it, but 30, 35 more buildings. They 
did construct it, the housing people. 

Well, the Longfellow Building had been finished and 
rented before the serious war restrictions against building 
came along. They w r ere in an ideal position. They had 
certainly no competition, and within the almost indefinite 
period ahead, there could be a space situation in Wash¬ 
ington. That vras clearly evident by the number of em¬ 
ployees, the war conditions, and the transfer of people out 
of Washington because of the lack of adequate space. 

• ##•••*•*« 

501 Q. Mr. Quinn, did you take into consideration in 
arriving at the value of the stock here involved the 
date here involved, namely, January, 1943; did you 

502 take into consideration the fact that the RFC had 
made a construction loan and that the RFC had 

placed certain restrictions on the Longfellow Building 
Corporation, including the restriction that so long as the 
RFC loan and the million and a half was unpaid, no divi¬ 
dends could be paid out of the earnings of the Longfellow 
Building Corporation; did you take that into consider¬ 
ation, sir? A. Yes, sir. 

Q. How does that affect the value of stock? A. Well, 
you can’t dispose of that in a general statement. The basic 
and basis for determining value is not dividends but earn¬ 
ings primarily. Dividends represent only a distribution 
of earnings, but the earnings make the value and not the 
dividends, in our calculations, in our way of analyzing 
securities. It sounds interesting and profitable, but the 
earnings make the value, not the dividends. 

Q. Do you mean by that, sir, that some investors are 
interested in dividends and others are not so interested 
in dividends? A. Yes, sir. Rich investors primarily, be¬ 
cause of income taxes. 

Q. To clear the record, Mr. Quinn, you mean that the 
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rich investor is never interested in dividends? A. Oh, 
he is, absolutely, but beyond a certain point, he is not 
interested, because when he is in a high income 

503 tax bracket and the net return to him may be only 
10 or 15 percent of the dividend, he is not too inter¬ 
ested in it, and very often if he can influence the dividend 
policy, he will restrict the dividend payments for that 
reason. 

Q. So a rich investor might find the dividend restriction 
advantageous from the standpoint of his investment port¬ 
folio? A. I wouldn’t be that broad in my answer. I would 
still qualify it, because he is still interested in current in¬ 
come but not to the extent that a man in modest circum¬ 
stances would be. But in my discussion, if I can call it 
that, I will be glad to show where I have made an allow¬ 
ance for the lack of a dividend payment in this instance, 
and I think an allowance should be made, in all fairness, 
though no dividends have advantages too, and in instances 
like this. 

The Court: Did you say have disadvantages? 

The Witness: Have advantages, Your Honor. Lack of 
dividends may become an advantage. 

By Mr. Stetson: 

Q. Would you say that the fact that the government 
was leasing this building under a lease that provided for 
a 30-dav cancellation clause materially affects the valua¬ 
tion of the stock in this building? A. Well, that is a con¬ 
stant risk. But the government was hardly in a 

504 position to cancel leases at that time for anything 
but a very, very important reason, because of the 

tremendous pressure for space to seat these employees, 
and it is always a hazard and it is a hazard in this instance. 
But that is another reason why these figures were com¬ 
piled, to show that the government’s need was so great 
that it wouldn’t be apt to cancel the lease except for a 
very, very serious reason. 

Q. Did you make due allowance for this risk factor that 
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you mentioned in arriving at your value of the stock, sir? 
A. Yes. 

Q. And did you make due allowance in your valuation 
for the restriction on the payments of dividends when you 
valued this stock? A. Yes, sir. 

Q. Mr. Quinn, what effect do the officers’ salaries have 
in indicating to you the value of a corporation stock? 
*•*•*•#•** 

The Court: Well, I take it this is a general question, 
is it not? 

Mr. Stetson: It is, Your Honor. 

• •••••*•*• 

505 A. I think I can recall your question all right. 

What extent I take into consideration the salaries 
paid by a corporation in trying to value the securities. 

Well, the question involved in salaries is a rather deli¬ 
cate one and most people receiving salaries think they are 
'worth more. 

• •••«•*•*• 

Many people think that their salaries, whatever they 
are, should be more than they are, and it is a very difficult 
question, but there should be some relationship between 
the amount of effort put forth by the officer of the corpo¬ 
ration and what he receives as compensation. 

By Mr. Stetson: 

Q. Now, if you found a corporation where the salaries 
were in no way commensurate with the efforts put forth, 
how would that affect your opinion as to the value of the 
stock in that company? A. Well, I would reduce the 
salaries or eliminate them, depending on the circum¬ 
stances. 

Q. In arriving at the value? A. In arriving at a fair 
amount of net earnings on which to base an opinion as to 
fair market value. 

Q. Now, that would he assuming that the officers were 
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being grossly overpaid; is that what you mean, sir? 

506 A. Well, if I thought that, yes. 

Q. Mr. Quinn, as a result of your exhaustive study 
of this particular problem, what value would you say the 
common stock of the Longfellow Building Corporation 
had around January 19, 1943, from the standpoint of a 
seller willing but not compelled to sell and a buyer willing 
but not compelled to buy? 

Mr. Magee: I object to the form of this question, Your 
Honor, the characterizations in there as to the studv made 
bv the witness. 

Mr. Denit: We object on a different ground. We object 
on the ground there has nothing yet been said by this 
witness which would qualify him to express an opinion 
on the matter about which his opinion is sought, also that 
the question involved here is not the value of the Long¬ 
fellow Building Corporation stock but the value of 833 
shares of that stock. 

Mr. Stetson: Thank you, Mr. Denit. I will withdraw 
the question and pursue that a little further, Your Honor. 

The Court: All right. 

By Mr. Stetson: 

Q. Mr. Quinn, if you were valuing stock, would you 
not take into consideration the proportionate number of 
shares of the corporation involved in reaching the value 
of the stock involved? A. Why, yes. The simplest 

507 thing to do is to use the total shares outstanding 
to find your result, and then that will give you a 

value per share, and you simply multiply that by the num¬ 
ber of shares involved. That is a very simple operation. 
There is nothing complicated about that. You take the 
over-all earnings and divide by the total number of shares 
to find the earnings per share and you multiply that by 
the number of shares involved in the transaction. 

Q. In reaching the value of the stock of the Longfellow 
Building Corporation, did you take into consideration the 
fact that the sale on January 19, 1943 involved 883 shares 
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of stock in one case and 100 shares in another case in 
arriving at your value? A. I used 833 shares. 

Q. 833 shares? A. Yes, sir. 

Q. What value per share would you say in your best 
opinion did those 833 shares have on January 19, 1943? 

Mr. Denit: We renew the objection, rather we object to 
this question on the ground that it does not yet appear 
that this witness is qualified to answer and also on the 
ground that the witness has already indicated he would 
value the 2,000 shares on exactly the same basis as he 
valued the 933 or 833 shares. We insist the witness upon 
the statements made in this case is predicating his con¬ 
clusions entirely upon hearsay evidence, which there 
SOS isn’t the slightest bit of opportunity given to the 
other side, to ourselves, to make any inquiry. 

Mr. Magee: I join in the objection, Your Honor. 

The Court: Mr. Magee, I wasn’t able to get what you 
said. 

Mr. Magee: Your Honor, I say I join in the objection. 

The Court: Very well, the objection is overruled. You 
mav answer. 

w 

The Witness: May I have the question again, please? 

(The question referred to was read.) 

The Witness: That I will have to calculate. Mav I do 

* 

that, Your Honor? 

The Court: Are you asking for the 833 or per share? 

Mr. Stetson: Value per share, Your Honor. 

The Witness: Value per share. This is it, the value 
per share. 

By Mr. Stetson: 

* 

Q. Yes. A. $125. 

Mr. Magee: May it please the Court, I move then, Your 
Honor, that this testimony be stricken because it does not 
conform and it is at variance with the allegations in the 
complaint. The allegations of the complaint are that the 
government proved that this stock was worth $1,045 per 
share, and this is not in conformity with that con- 
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509 tention and is at substantial variance and, there¬ 
fore, the testimony I consider not relevant to any 
issue framed on this complaint. 

The Court: Your motion is overruled. 

The Witness: The total value of the 833 shares at $125 
per share I fie^ired at $104,125. That might be in error. 
I would like to check it again. 

• •••••#•** 

The Witness: Yes. I have checked it and I get the same 
result. The total value involved is $104,125. 

• ••••*#•*• 

Q. Mr. Quinn, can you at this time give us your opinion 
as to the value of 100 shares of Longfellow Building stock 
as of the date February 15, 1943? A. Yes, sir. That will 
be $12,500. 

Q. In other words, that, too, would be worth $125 per 
share? A. Yes, that is right. 

• ••••*#••• 

513 By Mr. Stetson: 

Q. Mr. Quinn, toward the conclusion of your testimony 
yesterday I believe it was your testimony that the 100 
shares of Longfellow Building Corporation stock sold in 
February of 1943 had the same value per share as the 833 
shares sold a month earlier. How% I ask you, Mr. Quinn, 
how did you arrive at that same per share value? 

514 Mr. Magee: Your Honor, the witness has already 
testified to that. He said he took the whole 2,000 

shares and he divided them, the 2,000 shares, and he 
apportioned the value in that fashion. 

The Court: I understood the question to pertain to the 
100 shares. You may ansvrer. 

The Witness: The value was determined by multiplying 
100 shares by the unit price of 125. It was given as a 
mathematical calculation, I thought, to simplify the under¬ 
standing of everyone concerning the value, that is, to re¬ 
duce it to a unit and that is the smallest unit usually 
traded on the stock exchange and that is all. 
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By Mr. Stetson: 

Q. Well, now, Mr. Quinn, did you take into consideration 
the element of control of a corporation in arriving at the 
value that you stated, the $125.00 per share? A. No, sir. 

Q. When you consider that there were 933 shares in¬ 
volved in this sale by the Foundation out of a total issue 
of 2,000 shares, and that Mount Vernon Mortgage Com¬ 
pany in acquiring 833 shares at that time acquired control 
of the Longfellow Building Corporation, in what respect 
if any does that affect your valuation of this stock? A. 
25 percent. 

515 Q. In other words, Mr. Quinn, you would say that 
the element of control is worth about 25 percent 

over what the market value would be on just an ordinary 
sale of 100 shares? A. That was my opinion. 

Q. Now, would you compute for the Court, please, what 
the value of the 833 shares would be, taking into consid¬ 
eration this control factor? 

The Court: Do you want the question read to you or 
do you understand it? 

The Witness: I think I understand it, Your Honor, and 
if my answer isn’t satisfactory I would like to have the 
question again. 

The figure that I arrived at yesterday represented the 
sum of 833 shares multiplied by $125.00 per share. 

516 So the element of control had been taken into ac¬ 
count in finding the value per share, so the total 

value testified to yesterday concerning the market value 
of that stock reflected the element of control. 

By Mr. Stetson: 

Q. Mr. Quinn, in arriving at the value of this stock did 
you make comparisons with building stocks in the Wash¬ 
ington area or elsewhere in the period here concerned, 


namely, 1942, 1943, and particularly January of 1943? 
A. Yes, sir. 

Q. Will you tell the Court the results of that investi¬ 
gation. A. Well, we first started in our office by making 
an inquiry of our New York office and we asked them to 
make a survey of the security houses on Wall Street, who 
were principally interested in real estate securities. 

Q. As of what date? A. As of January, 1943. 

The Court: Were these securities that concerned build¬ 
ings anywhere, or in some particular locality? 

The Witness: Well, Your Honor, in three or four cities 
and then there was a miscellaneous category. We were 
given the names of Amott, Baker, Newburger, and Loeb, 
who are the principal brokers in New York City interested 
in the securities of office buildings and similar prop¬ 
erties. 

517 We had asked for the names of these companies 
to see if we could find sufficient financial data on 
which to make comparisons and, if possible, to find certain 
averages over ratios covering the total figures available 
on these companies. 

We were given the names of about 16 companies located 
mostly in New York City and some in Chicago. And we 
went to Moody’s Real Estate Manual to see if we could 
find adequate information on the securities. 

We could not find sufficient data as to earnings results 
which would enable us to make a satisfactory comparison 
in the sense that we make it in all instances in all businesses, 
in all industries, when given a problem similar to this one. 
The simple reason was that there were no earnings avail¬ 
able for the common stock in most cases. They sold for 
very low prices, if any at all. In many instances the rela¬ 
tively small amount of stock outstanding was in escrow 
or in trust and it had to stay there until certain reorganiza¬ 
tion terms had been complied with. 

It was the aftermath of a very bad period of over 
expansions like in many other things in the building field. 
The buildings, as it turned out in the experience in the 
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major depression of 1932 and 1933, were heavily burdened 
with debt. They had a highly competitive situation. They 
had relatively fixed expenses. They were unable 

518 to operate profitably and hundreds of them went into 
receivership. 

Amott Baker sent me a circular or statistical com¬ 
parison which they published showing the average prices 
of 200 real estate issues as of December 31, 1942, and going 
back to 1932. They quoted no stocks at all. There are no 
stocks shown as having any market values. They showed 
bonds, and all of these issues are bonds, not stock. 

As of December 31, 1942, the 200 real estate issues 
averaged $330 per $1,000 bond. That is a price of $33 for 
a $100 bond, about one third of its face value. Obviously 
with such a prediscount from the face value there was cer¬ 
tainly little or no value for common stocks. 

Curiously enough, the index in 1940 was $281 per bond 
and it had been as low as $229 in 1933 and had recovered 
to $442 in 1936, and went into decline again until the 
values were almost as low in 1940 as they were seven or 
eight years before. 

In the series they cover 87 office buildings. The low for 
the depreciation per bond was $257; that is the period 
1932. The recoverv was for $460 a bond in 1936. Bv 

1940 the index was back to 258, or practically at the bottom 
of the major depression. The figure in 1942 was 304. In 

1941 it was 278. 

So as to the general picture, taking the 200 real estate 
issues and this index of prices and the little or no 

519 market prices available for stocks, and if they were 
available there were little or no earnings available 

for them, and of course if they showed a deficit—which 
many of them did—and you were able to make a calcula¬ 
tion, why you couldn’t of course capitalize the deficit. 
If they were losing money, you just couldn’t use it. If 
they made money you could make some comparison. So 
that is the picture with which we had to work covering 
public markets. 
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Now, in this circular on an inside page they show market 
values for certain issues, Boston, New York City, Phila¬ 
delphia, Pittsburgh, and miscellaneous cities. There are 
about 100 issues here, all bonds, on which they give prices. 

I found in there the market values of three bonds 
which were outstanding in the companies of Washington, 
D. C. Building Corporations. One was an office building, 
National Press Building. One was a combination office 
building and hotel operator, Washington Properties. The 
third one was all hotel and that was the Mayflower Hotel 
operating in a single building. 

The market value of the Mayflower Hotel bonds on 
December 31, 1942, was 139 with stock, that is, there was 
stock attached to the bonds which had a value of about 
$4.00 a share and involved ten shares of stock. So while 
the market is quoted here only with stock, without stock— 
which would be the proper method of stating the 
520 value—it is 99, bonds without stock. 

By Mr. Stetson: 

Q. Is that on a $100 bond, sir? A. Yes, sir. 

The National Press Building first mortgage bonds then 
on a reduced interest basis were supposed to be fives and 
they were paying three percent fixed interest and five 
percent if earned. Those bonds were selling at 90. 

The Washington Properties general income, sevens, of 
’52, which is a very large bond issue, and it was a very 
small senior bond issue which we can ignore because it 
was so very small, these bonds were selling for 83— 

Q. Mr. Quinn, as to the last two, they were on the $100 
bond basis? A. Oh yes, yes. You multiply these figures 
by ten to determine the value per bond. Bonds, while they 
are quoted on a $100 basis, they come usually in $1,000 
pieces. And when you want to compare these figures with 
those reported by Amott Baker, we wall say roughly an 
average of these figures represents about $910 per $1,000 
bond when the average of 200 real estate issues in the 
eastern part of the country was selling at 304. 
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So we find—let’s say as may be as indifferent or un¬ 
certain as some of these local sections might be—never¬ 
theless the bonds of these three companies in Wash- 

521 ington sold at that time for three times the value 
of the average of $200, or rather the 87 office build¬ 
ings, and approximately the same as the figure for the 200 
issues; is that clear? 

Of the 200 issues I have stated, there were 87 office 
buildings in there. I gave both figures for the total, for 
the 200, and for the 87 office buildings. 

Q. And those figures were similar? A. Yes. There 
wasn’t very much difference. 

For example, the critical period here of December 31, 
1942, the 87 office buildings sold for $304 per bond, and 
the 200 issues which included—I will give you the break¬ 
down in a moment—that figure was 330. So there was very 
very little difference. 

Now, the 200 issues included 26 apartment hotels, 36 
apartments, 28 hotels, 87 office buildings, 9 theaters, and 
14 miscellaneous. 

Now, I have stated the general economic position of the 
let us say 87 office buildings, of the office building situation 
generally in the eastern part of the country where the 
business was subject to the depressing factors which I 
have mentioned. 

Unfortunately that information that we could obtain 
covering the earnings results was inadequate to make a 
fair comparison. We then tried to do something with the 
three building companies in Washington that I men- 

522 tioned, the National Press Building, The Washington 
Properties, and the Mayflower Hotel. Now, none 

of these is exactly comparable to the Longfellow Building 
Corporation. 

The National Press Building is the closest as far as 
the operation of an office building is concerned. However, 
the National Press Building had what you might call com¬ 
mercial competition, if any such thing existed at that time, 
because of the tremendous lack of space in Washington. 
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It operated the building and maintained it, which is ex¬ 
pensive. And most companies who had the problem of 
operating a building and meeting heavy fixed charges, 
which arose from the heavy burden of indebtedness which 
was incurred originally back in the twenties at inflated 
values, just couldn’t make any money to all appearances. 
The Longfellow Building was in a different situation from 
that. I might say the National Press Bv 'ding showed, 
I think, no earnings for its common stock, [f there were 
earnings, they amounted to maybe $10,OtX. and not any¬ 
thing that you could make any comparison with. 

Washington Properties owned the Wardman Park, the 
Carlton Hotel, the Wardman Apartments I believe, and 
the Denrike Building on Vermont Avenue. They had a 
much different problem, a very interesting problem, from 
the Longfellow Building Corporation because they oper¬ 
ated a hotel. The operation of a hotel is distinc- 
523 tively different from that of an office building. 

However, curiously enough, we were able to find 
operating results or net income in the Mayflower Hotel 
for the common stock, which enabled us to determine the 
price times earnings at which the Mayflower stock was 
selling at that time. The earnings on the common stock 
of the Mayflower Hotel in 1942 was 65 cents a share. The 
stock was selling between four and five, so that the price 
times earnings ratio was approximately seven. 

The Washington Properties, which is a mixed situation 
covering both—well, really, covering three things, the 
apartment buildings, hotels, and an office building, pub¬ 
lished such unusual statements of its operating results 
that they practically defied analysis. 

For instance, in 1942 in their income account they 
showed no depreciation. They showed also in the income 
account and made a deduction for the curtailment of the 
principal payment on the bonds. And that of course is 
not a deduction from income. That is a principal item. 
So we did not try to estimate their net income figures from 
the amount of income tax liability which they had accrued 
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in their income statements amounting to $92,000, which 
at four percent would have resulted in a net income figure 
of about $230,000 before taxes which was a sizable amount 
and equal to about $5.00 a share on the common 

524 stock. And the stock was selling for $5.00 a share. 

However, from general knowledge and not making 
any very close study and having looked at the company’s 
figures a few times, I do have some recollection of what 
happened. First of all, while they showed no depreciation 
in their income statement they did evidently deduct it on 
their income tax returns. So the tax liability was com¬ 
puted from using an item that didn’t appear in their 
published income statement. So that is where it defied 
analysis. You couldn’t figure that out. Also, they re¬ 
ported later that they had settled the income tax con¬ 
troversy which they had with the Internal Revenue Bureau, 
winch indicated that they had compromised in some way 
among other things their deduction for depreciation. 
Finally they called a stockholder’s meeting some time 
ago, a few years ago, and I read the letter wilich wras 
sent to the stockholders and, as I recall it, they called 
attention to many irregularities in their accounting system 
and they wanted to have those rectified and have the stock¬ 
holders approve it, which they did. 

Now”, I came dowm to a point wiiere I just ran out of 
companies, as far as making any comparisons w*ere con¬ 
cerned, and because of this basic fact: There are about, 
let’s say, at least 500,000 corporations in the country. 
There are actively listed markets for maybe 2,000 issues 
of stock which are outstanding. Including the over 

525 counter markets there may be five to ten thousand 
issues which have ascertainable market values and 

their quotations are regularly published in some financial 
paper. 

Well, overall, it leaves about 490,000 corporations that 
have no knowm market value. These corporations all have 
shares outstanding. They are all owned by somebody, 
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usually by individuals. The individuals pass on and leave 
the stocks to someone else or they give them away, or 
they sell them privately and for certain prices, but no one 
knows much about the market value. 

The Internal Revenue takes cognizance of gifts in its 
gifts tax division, and of estate taxes in its estate tax 
division. When someone dies and leaves their stock to 
somebody, the problem arises as to the fair market value 
of the stock at the time of death and an effort is made to 
establish and agree on a value on which to compute the 
tax liability. The same is true of stock which is made 
the subject of a gift. The market value must be ascer¬ 
tained as of the date of the gift and a value is reported 
and the Bureau may or may not question it. But anyway 
it is eventually settled at some figure and a tax is paid 
on it if it, as in the case of estate taxes, results in a 
gift in excess of the allowable exemptions. 

A lot of people have a problem when it comes to deter¬ 
mining this market value of a great many corporations and 
they come to people in our business, investment 
526 research and investment counseling, to assist them 
in reporting a fair market value in the estate tax 
return or in the gift tax return and, occasionally, an odd 
problem in the income tax return; not because it is an 
income tax problem—normally it isn’t—but there are 
occasions when it has happened and I have had experience 
in preparing valuation statements for the income tax unit. 

The people in our business—because it is our business 
to study and search and sift basic statistics involving the 
position and progress of industries and companies of all 
kind—make a lot of comparisons, industries with industries, 
companies and industries, and companies with companies, 
various financial ratios to determine financial soundness 
and security, trends of earnings, price times earnings 
ratio, and so forth, the latter being most important. 

We go to sources, the manuals and the industry services 
and to people in industry when they are available, to find 
out as much as we can about it to enable us to form 
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adequate judgment in these stocks as to their fair market 
value. We then compare the individual performance, that 
is, the subject stock that is under consideration, as com¬ 
pared with these other stocks, and if it has no market 
value or pays no dividends or has other factors that may 
deduct from its attractiveness, we try to make an adequate 
allowance for that divergency. 

I am explaining this now after I have told you 

527 what we tried to do, that is, to make adequate 
comparisons with the same companies in the same 

industry, and we found that we could not find sufficient 
information on which to base a fair comparison. We 
couldn’t get a large enough sample. If it were a coal mine, 
a chemical company, an automobile company, a retail trade 
company, an oil and gas company, or utility, we could 
develop here in few minutes the figures on 15 to 30 com¬ 
panies in the same field to get some guideposts or standard 
which would reflect the capitalization by the public market 
of the demonstrated earning power of the average company 
in that field, and then we would compare that to the subject 
stock. We were unable to do that. 

So we realized still that the market values are obtained 
as to fairness in the end by comparison. The usual com¬ 
parison was not available to us and we did what we felt 
was the next best thing to making a comparison. We went 
to a book or rather a publication of Standard and Poor, 
which is part of their industry service and it is called, 
“Statistics.” It has probably 1,000 or more pages of sta¬ 
tistics of various kinds. 

In one section they have a division in which they show 
for a long period of time the earnings per share and the 
price earnings ratio, and that is the earnings per share 
divided into the market price of the stock at a given time. 
They carry an index of 90 stocks representing 50 

528 industrials, 20 railroads, and 20 utilities. I have 
here a list of the companies, if that is going to be 

necessary. I will be glad to leave the book or have anyone 
read it, or I wull be glad to do it. 
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But taking from that book the price earnings ratio of 
these 90 stocks as of December 31, 1942, I find that the 
industrials show, 50 industrials, a price times earnings 
figure of 12.18; the railroads, 2.37; the utilities, 8.93. 

Now, since the sale of stock in question occurred between 
December 31, 1942, and March 31, 1943, I took the March 
31, 1943, figures and they were 13.94 for industrials; 2.73 
for rails; and 10.94 for utilities. I added them together and 
averaged them. 

Q. When you say you added them together, you mean— 
A. I added the industrials, 12.18, December 31, 1942, to 
13.94 industrials, March 31, 1943, and the total was 26.12. 
I divided that by two and the average for the two periods 
is 13.06 for industrials. I did the same with the rails and 
utilities. The rail average was 2.55 and the utilities was 
9.96. 

The sum of the three indexes was 25.57. I divided that 
by three and the resulting quotient was 8.52. That was the 
average of all three groups as an average as of the end 
of those two periods, December 31, 1942, and March 31, 
1943. 

Q. Now, that 8.52 is what figure, Mr. Quinn? 
529 What does that figure represent? A. It represents 
the average of the three groups which in turn were 
averaged for the two periods, December 31, 1942, and 
March 31, 1943. 

Q. I think that we misunderstand each other. What is 
that figure? What is the 8.52? A. The price times earn¬ 
ings ratio of these stocks on an average basis for the 
three groups. 

Q. Thank you, sir. Continue. A. I am sorry. Maybe 
I wasn’t too clear on it. 

Well, then, obviously the rail average at 2.55 indicated 
that either the railroads were going into receivership or 
they were very very attractively priced, as they turned 
out to be. Four years later that index was 12.46 when the 
railroads were earning less money than they did in 1942. 
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Now, it didn’t seem fair to put in the railroad ratio be¬ 
cause it distorted the picture. At least we felt that it should 
be modified, so we made another calculation. We took the 
average for the industrials, which is 13.06; the average 
for the utilities, which is 9.96 and we averaged those. That 
total was 23.02 and the average price times earnings per 
share there was 11.51. 

Then in order not to dismiss the rails, because the rails 
were there and they were selling for prices, we took the 
8.52 average and added that to 11.51, which gave us 
530 a total of 20.03. We divided that by two and that 
gave us a price times earnings ratio, as adjusted 
which I have described, of 10.01. 

So a fair index of market value on a representative 
basis and including a good sample of the stock market 
indicated that the average stock was selling at ten times 
earnings at that time. 

Now, we came over to the Longfellow Building Corpora¬ 
tion and we found that they earned approximately $20 per 
share, or were earning at an annual rate of $20 per share 
at the time this stock was sold. We took into consideration 
on one side, and as opposed to the unfortunate record of 
office buildings in general, the fact that the Longfellow 
Building Corporation had a rental contract with the Gov¬ 
ernment which involved the operation of the building by 
the Government. In other words, the Government stepped 
in and paid all the operating expenses of the building 
which are commonly borne by the building corporation in 
the ordinary commercial building organization. They paid 
for the elevator operators, the janitors, engineers, clean¬ 
ers, materials and supplies, and all that. That was the 
part that the Government assumed at the outset. 

Now, the next thing the Government did was to pay in 
the form of rent all of the taxes, real estate taxes, and, if 
I understand the items in the operating statement, the in¬ 
come taxes, the insurance, and the annual payments re¬ 
quired to be made by the Longfellow Building Cor- 
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531 poration on the loan that it had made with the 
R.F.C. So the Government paid all the operating 

expenses; it paid all the financing expenses: and in addi¬ 
tion it paid the principal payments for which the Long¬ 
fellow Building Corporation was liable, all in the form of 
rent. 

So the Longfellow Building Corporation’s position, as 
I see it from perhaps not too much background but at least 
the figures and the rent formula and the income statement, 
they had no real net expenses at all. Everything was paid 
for them in effect. They were primarily liable on the mort¬ 
gage but the Government gave them the money to pay it. 

The sustained depreciation on the building, which if I 
might depart for a second and just say that depreciation 
on a building of that type particularly, while it is real and 
it is sustained, is not usually provided for—and it wasn’t 
in this case—in the form of a fund which depreciation 
should be normally in order to be able to replace the asset 
w’hen it is worn out. But it is never done, particularly in 
an office building and also in plants, in manufacturing 
industries, and in utility companies. It just seems to be 
impractical. What they do, if they need the finances and 
they need a new building, is they usually raise the money. 
They do not retire the building through funding the de¬ 
preciation account. 

As we know, depreciation while it is an expense 

532 and it is chargeable against income and we leave it 
that way. It doesn’t come out of the cash drawer. 

And the depreciation funds in this instance, of course, and 
the earnings for the common stock, of course, were neces¬ 
sarily utilized to make these annual payments. So there 
wasn’t anything left for anybody at the time. 

However, the company was receiving in the form of a 
reduced liability on the mortgage each year with no out¬ 
lay—and incidentally this business required no working 
capital, which is an important factor in almost any busi¬ 
ness enterprise. Why they, let us say, in effect could sit 
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back and wait until the 15 years—approximately 15-year 
period—was up. As I recall it, and I haven’t worked out 
the amortization figures and I have accepted the state¬ 
ment that it is about a 15-year loan, that is when the debt 
would be paid completely. At the end of that time they 
would own the building free of debt. And at the time, in 
the year 1942, from the operating statement I think their 
interest charges were $70,000 for 1942 on two mortgages, 
first and second mortgage. 

So that in the 15-year period, which would be up in 1956, 
without doing any thing and without having any increase 
in income at all, just the 1942 earnings—and I am quite 
certain, though I do carefully wish to stay away from any 
projection of their earnings as they were realized because, 
as I said yesterday, the future is dark—all we know 
533 is that they had an awfully good start there in 1942 
with all of that needed space and the nice contract 
they had with the Government. Now, they would have, of 
course, verv verv substantial earnings bv 1956. 

Now', another factor, which was very favorable to them, 
w'as that because every penny practically came in, I would 
judge—and I am not trying to be exact but I would like 
to state this in general terms—but every penny that came 
in as rent had to be utilized in some way to take care of 
the fixed obligations, and plus the necessity for paying the 
taxes and these things wiiich the Government provided 
for of course, but most of the money let us say had to be 
paid out and they couldn’t keep it. 

But the earnings continued to increase and they are 
reflected not only in the surplus account but they wrere re¬ 
flected in the declining balance, principal balance, of the 
mortgage, the R.F.C. mortgage. I may come back to that 
a little later on, At this point I have covered, I think, the 
beneficial side of it, as I see it. 

Now, the other side— 

Q. Before you go on, Mr. Quinn, you stated that noth¬ 
ing w'as available to the stockholders. A. Nothing—well, 
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I say no cash was available to the stockholders. The earn¬ 
ings were available to the stockholders but the stock- 

534 holders had to pay the earnings out because they 
owed the money and they had agreed to pay it. 

Q. Are you saying, Mr. Quinn, that at the end of the 15 
years then these earnings are available to the stockholders 
by way of owning the building free of debt? A. Available 
for distribution, oh, yes. As I say, I have one mortgage 
factor to mention and I am glad you pulled me up because 
as I remember the contract, which I didn’t read too care¬ 
fully, with the R.F.C., but I relied mostly on the high 
spots, as I recall it, for a period of five years after the 
period of rental in February 1941, until 1946, the company 
could pay no dividends and had to operate under pretty 
strict supervision of the R.F.C. That is quite understand¬ 
able because there wasn’t very much cash apparently put 
into the enterprise above the mortgage debt, as I recall it. 
I don’t know the figures exactly—they looked a little 
strange—but I would say it was the cash came mostly 
from that source. But when the five-year period expired, 
the stockholders of the Longfellow Corporation, or the 
management, at that time could refinance the building. 
They could arrange to pay off the R.F.C. mortgage through 
the proceeds of funds raised from another mortgage, and 
they would pay dividends and salaries to themselves. At 
this point there was only three years to go under that ar¬ 
rangement, as I recall it. 

Now, we found an index of ten times earnings from the 
Standard and Poor’s. Now, it is not fair to capitalize 

535 the earnings of Longfellow Building Corporation 
on the basis of ten times for a number of reasons. 

First of all, it is a local business. It is one building in Wash¬ 
ington. We can’t match it against companies that do a na¬ 
tional business, that sell biscuits in every city and town in 
the country almost. There is a bigger risk in having just 
one single enterprise in one building in one place in Wash¬ 
ington. So there is a difference there that must be allowed 
for. 
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In the second place, the stock of the Longfellow Build¬ 
ing Corporation had no marketability. I say it had no mar¬ 
ketability. There was no public market by which you could 
determine what the stock was selling for and what it could 
be bought and sold for. That is an advantage that exists 
in the 90-stock index and not in the Longfellow Building 
Corporation. If you wanted to buy or sell the stock of the 
Longfellow Building Corporation you would have to do it 
by direct negotiation and you would have to do it in a 
limited field. 

The next thing is it was restricted from the payment of 
dividends. It couldn’t pay dividends because it had to use 
this money that it earned to pay otf its debt. If you will 
bear with me for just a minute I will check my notes and 
see if I have any more derogatory factors because I don’t 
wish to leave any out of those that I thought of. Let’s put 
it that way. 

Well, I think I have covered that all right. 

Let’s say as a derogatory factor, which is also a 
536 good factor, they had only one tenant. They had 
only one tenant and the tenant could move out any 
time. And it is a bad thing to have only one tenant even 
though it saves you money and headaches. But the tenant, 
from the standpoint of financial responsibility, was the 
best tenant in the world, the United States Government. 

So what I did with my valuation was to reduce this 
price times earnings ratio from ten to five. I cut it exactly 
in half and decided that it would be fair to discount this 
90-stock index by 50 percent to arrive at a fair price times 
earnings ratio of the Longfellow Building Corporation. 
At $20 a share, five times earnings is $100. 

Now, because this transaction resulted in the acquisition 
of voting control of a majority of the stock of the Long¬ 
fellow Building Corporation, I arbitrarily let’s say added 
25 percent to the $100 earnings valuation figure. Control 
is a vital factor in every single business organization be¬ 
cause whoever controls the company or has the voting 


power is the boss and they are able to dictate from top to 
bottom as to company policy from its financing, the pay¬ 
ment of dividends, the accountants that they will hire to 
do their work, the people that they will employ, the people 
they will do business with—in fact, it is a very very vital 
factor. And in the acquisition of control, it has been my 
experience and observation and knowledge that in the 
process of acquiring control a premium is always 
537 paid for it because of its value. 

• •••*•••*• 

545 Cross Examination 

By Mr. Denit: 

Q. Mr. Quinn, by whom were you employed to make your 
appraisal? A. By the United States Attorney’s office, and 
I was contacted by Mr. Stetson. 

Q. Were you also contacted by Mr. Hair? A. No, sir. 
Q. Did you discuss your appraisal with Mr. Hair? A. 
No, sir. 

Q. When were you employed? A. A week ago Monday. 
I am sorry—no—yes, that is right, a week ago Monday. 

Q. What were you asked to do? A. I was asked to give 
an opinion in court of the fair market value of the Long¬ 
fellow Corporation building stock as of January 19, 1943, 
when a certain sale took place. 

546 Q. Was the nature of the proceeding in court, 
what you were to give in court, discussed with you? 

A. Will you repeat that, please, sir? 

Q. Was the nature of the proceeding in court discussed 
with vou? A. No, sir. 

Q. Were you told anything about the issues involved in 
the case? 

Mr. Stetson: Your Honor, I object to this line of ques¬ 
tioning. It is actually only aimed at going to the attorney’s 
preparation of his case. I think it is a breach of the client- 
attorney relationship. 
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Mr. Denit: No, I am not at all seeking the attorney’s 
preparation of his case. I want to find out what informa¬ 
tion the witness had at the time he undertook his study. 

Mr. Stetson: I think the witness has already testified 
as to the bases for his opinion. I don’t see any need to 
go into any discussions that I may have had 'with Mr. 
Quinn concerning the case or concerning what he was to 
do for me. 

The Court: Read the last question. 

(Question read.) 

The Court: The objection is sustained. He has already 
said that the person he talked to was Mr. Stetson. 

By Mr. Denit: 

Q. Well, what did Mr. Stetson say to you at the 

547 time of his employment? 

Mr. Stetson: The same objection, Your Honor. 
The Court: The objection is sustained. 

• #•«****•• 

Q. How long did it take you to make this study, Mr. 
Quinn? A. I would say about 50 hours. 

Q. Did you report the result of your study in writing? 
A. No, sir. 

Q. Prior to being employed in this case to express an 
opinion as to the value of the stock here, had you ever 
appraised stock of a similar organization at any time? 
A. Yes, sir. 

548 Q. When? A. In 1940, in Cincinnati, and the 
subject was the Cincinnati Inquirer and the Build¬ 
ing Corporation. It was made for the McLean estate. 

Q. Is that the only time you were ever employed on such 
an appraisal? A. On a similar organization, that is, an 
office building. 

Q. Was that building in which the Cincinnati Inquirer 
was published? A. Yes, sir. 
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Q. You don't call that a similar building to the Long¬ 
fellow Building, do you? A. I wouldn’t say it was com¬ 
parable, no, sir. 

Q. As a matter of fact, it was an owner-occupied build¬ 
ing, wasn’t it? A. Well, it was and it wasn’t. There was 
a conflict of interests there, and I don’t remember the 
details now. The building was owned by a real estate 
company. The newspaper occupied it as well as many 
other tenants. The amount of rental paid per annum 
by the newspaper company was the operating deficit which 
resulted from the income from the other tenants deducted 
from expenses. 

Q. You wouldn’t call that a comparable company to 
the Longfellow Building Corporation? A. No, sir. You 
said similar, and that was all I could think of. Xo, sir, 
I don’t think they could be compared. 

549 Q. Now, do you know whether or not your broker¬ 
age firm has ever bought or sold stock in any cor-‘ 
poration comparable to the Longfellow Building Corpora¬ 
tion? A. I don’t know, sir; I just don’t know. Let me 
say this. I do know that our clients bought stock in 
Washington Properties. 

Q. That was one of the properties whose bonds were 
selling under par during the period 1941 to ’43? A. Yes, 
sir. 

Q. Now, you referred to bonds issued by a number of 
building corporations. Were those bonds secured as a lien 
upon the property? A. T can’t answer that categorically, 
but I would say most of them were. 

Q. Take, for example, the National Press Building. 
Were those bonds secured as a lien on the National Press 
Building? A. 1 don’t know, sir. 

Q. I understood that you took those bonds into consid¬ 
eration in reaching a conclusion about the value of this 
stock. A. I pointed out the discrepancy in values of 
Washington bonds as compared with an index of other 
bonds. 
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Q. You told us that all bonds secured on Washington 
Properties were selling under par during the period 1941 
to ’43. 

550 A. Not from 1941 to 1943, but in this index report 
as of December 31,1942 only. The bonds were selling 
at those prices at that time. That is what I meant to testify 
to, that here I had something in my hand which showed 
three bonds in Washington selling on December 31, 1942 
at these prices. 

Q. Now in your study, did you go further and find out 
whether those bonds were secured as a lien and the 
position of the lien on the property? A. I did not, sir. 
I went immediately to see if I could ascertain if there were 
earnings available for the common stock. I was not inter¬ 
ested in the bonds. 

«*#**•***• 

552 Q. Now you referred to 90 stocks, 50 of industrials, 
20 of railroads, and 20 of utilities. Were all of 

those stocks listed on the New York Stock Exchange? A. 
I think so, yes, sir, but I can ascertain that in a minute, if 
you will permit. I think they all were, but I am not certain. 
They were on listed exchanges. 

Q. Were they on the New York or any other? A. New 
York or any other listed, any other stock exchange. 

Q. They would fall within the category of what brokers 
call listed stocks? A. That is right, sir. 

Q. Now, do you think it is fair to compare a listed stock 
with an unlisted stock in determining the value of the 
unlisted stock? A. Well, it is not fair to compare them 
equally, because of the lack of marketability of the unlisted 
stock, but due allowance is made for that factor in making 
appraisals, which I have done here. 

Q. As a matter of fact, a person owning a listed stock 
could take his certificate to a broker, sell it on the market 
and get a check in payment, could he not? A. 

553 Oh, yes. 
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Q. Within the settlement period provided? A. Oh, yes. 
Q. And that is not true of an unlisted stock, is it? A. 
Well, let’s distinguish. There are lots of unlisted stocks 
that are traded in over the counter. There is a tre¬ 
mendous over-the-counter market involving thousands of 
issues and more than the listed ones. So those are 
ordinarily settled between dealers and brokers and are 
paid for promptly, not quite as promptly as Stock Ex¬ 
change transactions, but fairly promptly. But it is not 
true of a stock with no public market, let’s put it that way, 
not listed market, but no public market. 

Q. The Longfellow Building Corporation stock was not 
being traded in over the counter in 1943, was it? A. 
No, sir. 

Q. Did you make any investigation of the Washington 
market to see whether or not any shares were sold over the 
counter in 1943? A. No, sir. 

557 Q. According to the World Almanac of 1953, the 
Pentagon Building was completed January 15, 1943 

and in 1952 housed 32,000 workers, 30,600 on day shifts and 
1,400 on night shifts. The gross floor area is approximately 
6,500,000 square feet. If you had taken into consideration 
the fact that the Pentagon was completed at the date 
indicated, had the area mentioned and housed the number 
of people stated, would that have influenced you in any 
wav in determining that there was not a shortage of office 
space in this area? 

The Court: Do you understand the question? 

The Witness: I understand it in a general way, 

558 and I think it is Mr. Denit’s wish to bring out the 
fact that the Pentagon Building must have taken 

care of a substantial amount of the needed space in Wash¬ 
ington at that time, and that if I had taken that into con- 
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sideration, would I have modified my opinion to any im¬ 
portant extent. 

No, sir, not at that time. The General Services Ad¬ 
ministration on December 31, 1942 had leased space of 
6,710,893 square feet. On December 31, ’43, 11 months 
after the Pentagon Building was completed, it was renting 
6,924,158. Does that answer it? Eleven months later it 
was renting more space than ever, despite the Pentagon 
Building. So there was a real shortage, in my opinion. 
I wouldn’t have so stated if I didn’t think so. 

By Mr. Denit: 

Q. Now, you have given us some figures that you told us 
in your direct examination you got over the telephone 
from somebody. A. Yes, sir. 

Q. Do you know when those figures were available as 
public information? A. As to the number of employees 
and as to the agencies which moved from Washington 
during the position-moving period of 1942 and 1943, those 
figures appear in the annual reports of the United States 
Civil Service Commission. 

559 Q. Of what year? A. Of the year in which the 
change took place. Most of the changes took place 
in the vears 1942 and 1943. 

m/ 

Q. Do you know whether those reports were published in 
January or June of each year? A. I do not know whether 
they were published as of June or December. Most gov¬ 
ernment reports are published on a fiscal year basis. I 
just don’t know. 

Q. If published on a fiscal year basis, they would not 
have been available until June of each year; is that correct? 
A. Well, that would cover the movement of the positions, 
the agencies involved in the move, which appeared in an 
annual report, but the monthly figures on employees are 
available monthly. I have 25 figures here by month on 
Civil Service employees. That is a very easy figure to 
obtain. 
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Q. Are they Civil Service employees in Washington or 
Civil Service employees over the United States? A. Civil 
Service employees in Washington alone up to 1940 and 
from 1941 on, including part of the metropolitan area, and 
finally in 1951, including a few small places, the Air Force 
at the Air Force Base and Fort Belvoir. I mean, if you 
would like this information in 1940, the figure of employees 
was 133,645. 

Q. In the Washington area alone? A. Yes, sir. In 
1941 the figure was 184,236, including part of the 

560 metropolitan area for the first time. Now the next 
year—these are figures that I gave yesterday—the 

next year the figure was—I am sorry, that is the June 
figure. The December figure was 284,068, and the peak 
came in February, ’43, of 287,000. 

Q. Do you know what the policy of the government 
with respect to decentralization was as expressed in the 
newspapers during 1942 and ’43? A. In a very general 
and limited way, yes, sir. 

Q. Do you know that some of the government agencies 
were actually removed from the District of Columbia dur¬ 
ing those years? A. Yes, sir. 

Q. Do you know, for example, that the Farm Credit 
Administration went to Kansas City in 1941? A. I was 
given some of that information. 

Q. That the Patent Office went to Richmond? A. I 
don’t remember that exactly, but I was given the run-down 
of 15 or 20 agencies at least which were moved wholly or 
in part. 

561 Q. That the Securities and Exchange Commission 
went to Philadelphia? A. Yes. 

Q. That the Census Bureau went to Prince George’s 
County, Maryland? A. I am beginning not to be able to 
answer affirmatively or negatively on those any more than 
I have stated, that I knew there were at least 15 to 20 
government agencies moved out of town in whole or in 
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part, and I am sorry that I can’t answer as to each one. 
I could have had all the names and the people employed 
if I thought it was necessary to take the time to get it. 
I didn’t. I just thought just a few would be enough, 
and I was given the total number of positions involved. 
So I didn’t care which agency it was after that, because 
that gave me the index I needed to compute the space 
requirement. 

Q. Now, in making your study did you take into con¬ 
sideration the fact that the Longfellow Building was a 
loft type building as distinguished from a conventional 
office building? A. No, sir. 

Q. Did you know that the Longfellow Building is a loft 
type of building? A. No, sir. 

Q. You did take into consideration that it had substan¬ 
tially one tenant? A. Yes, sir. 

562 Q. And that that tenant could have moved out 
on 30 days notice? A. Yes, sir. 

Q. To what extent did that influence your opinion as to 
the value of the stock of the corporation? A. I am sorry 
that I am unable to single that out as one item with which 
to assign a value. I remember also I testified that the 
one tenant was very valuable and there was something 
to be said on the good side as well as the uncertain side 
covering the tenancy. I could not assign a fixed figure to 
allow for the possibility of the tenant moving out. 

Q. Did you take into consideration the financial obliga¬ 
tions that the Longfellow Building Corporation had? A. 
Yes, sir. 

Q. And how did that influence your opinion as to the 
value of the stock? A. Well, it affected my opinion as to 
the value of the stock to the extent that it could not pay 
dividends, because the money that it earned had to be 
applied to its debt. 

• *•*••**#• 

Q. Mr. Quinn, you have told us this morning that 
the opinion that you have expressed as to the value 
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of the stock in question here was reached after a study of 
approximately 50 hours? A. Yes, sir. 

Q. And the matter of value of stock is one upon which 
honest men may differ, is it not? A. Yes, sir. 

Q. And that is particularly true of stock, the price of 
which is not fixed by the market? A. Yes, sir. 

• #•••••••• 

564 A. Yes, sir. 

Q. So to clear up one thing now, assuming that 
the 100 shares that you were asked to value was sold to 
an individual and that is the only shares that they held, 
there would be no reason to value that block of stock at 
$125.00 per share, would there, Mr. Quinn? A. No, sir. 

Q. And its value then would be $100.00 per share or for 
the 100 shares, $10,000.00? A. Well, I would like to make 
this statement concerning control: 

That in the examples that I was not able to cite this 

565 morning because of its being extraneous or deter¬ 
mined evidence or not pertainent to the problem, the 

result was that the value of all the shares in the company 
was augmented by the movement which resulted in control, 
the obtaining of control, because we had a public market and 
all the shares sold for the same price, and my testimony 
was to be that all the shares had a large increment in value 
because the fact of control was taking place. So when you 
asked me that question as to whether one share of stock 
would be -worth $100.00 and another would be -worth 
$125.00, it is not usual to assign varying values to the 
same stock at the same time in the same company, although 
I think that was done on some of the sales of the stock 
that the company made, as I recall, the stock was sold 
at different prices at about the same time, -which is ex¬ 
tremely unusual. 

But as to the market value of the stock, I would like to 
ask if -we have a problem in one hundred shares, because 
in my thinking of control as an overall governing factor, 
the gain which comes from it is usually applied to all of 
the shares outstanding. 
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Q. Well— A. Now, as to 100 shares, it might be rela¬ 
tively insignificant, and yon might sell a hundred shares at 
a lower price than you would a block of stock that involves 
control, because it is definitely worth more. 

566 Q. That was the point that I was driving at. 

Mr. Stetson: Let the witness finish. 

The Witness: That part is all right, but I do want to 
make the observation that in testing market values and 
in determining market values, as a result of a certain con¬ 
dition in a public market, those shares all have the same 
value and it is confusing and difficult and awkward to try 
to separate them and it just can’t be done in the public 
market. 

Now, the sale of a hundred shares of the Longfellow 
stock at that time would have been an insignificant opera¬ 
tion. That is only 5 per cent of all the stock outstanding. 
Here 833 or 933 less 100, whatever way you have it, that in 
999 corporations out of a thousand that amount alone 
and certainly all the publicly-owned stock wnuld have 
represented effective control of the whole corporation. 
You wouldn’t have to add that to the existing holdings of 
the Mount Vernon Mortgage Company. The 933 or even 
the 833 at roughly 46 per cent is effective working control. 

As a matter of fact, on the Stock Exchange the average 
company is effectively controlled by 20 per cent ownership 
in one place. 

I mean that is— 

By Mr. Magee: 

Q. I appreciate that. A. Yes, sir. But I would like to 
understand your point a little better. Perhaps I can help 
on it. 

567 Q. As I understood it, you used this formula: 

You took the earnings of this stock and then you 

took a certain ratio and then you divided the earnings by 
5 rather than by 10 and you came up with an actual market 
value of $100.00 per share and then you said that because 
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control was involved in the sale of the 833 shares of stock, 
that you added 25 per cent to the $100.00? A. Yes, sir. 

• ••••••••• 

Q. Now, I am asking you that in so far as the sale 
of this 100 shares of stock to an independent stockholder 
with no other interests, if that control feature in that sale 
would be applicable ? A. No, sir. 

Q. Aren’t the chances more likely that the $100.00 is 
the real value of a hundred sold separately? A. I am 
willing to concede if this will answer your question, that 
on the 833 shares which carried control in this instance, 
and in most cases practical control, that stock would to 
the seller have a higher value, and to the purchaser who 
is going to obtain control have a higher value. 

As far as 100 shares is concerned, which was involved 
in a kind of transaction that I don’t fully understand, I 
know that there were 933 shares and then 100 shares 
568 was sold to a party. I know about that. But the 
significance of the 100 shares to me when the question 
was asked as I have already stated was purely one of 
simple arithmetic and that is what I thought I was testi¬ 
fying to. 

But if we are trying to pin something to this particular 
100 shares I will be happy to cooperate. 

But if this will answer your question, I will repeat that 
the stock involved in control in a large block was worth 
more than what an isolated small transaction would have 
been worth to both the seller and the buyer. 

• ••••••••• 

Q. Speaking now of per share so we won’t have any 
confusion, $100.00 per share, and then you add $25.00 for 
control to the 833? A. Yes, sir. 

Q. Then you also pointed out that the real basis for 
value was the earnings, so that if through some—if the 
Government had exercised its 30-day right to cancel, and 
in fact they cut off the earnings, that would have had 
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569 a definite effect on the value of the stock, would it 
not, Mr. Quinn? A. Yes, sir. 

«*•••••••• 

By Mr. Magee: 

Q. Realizing that the Government could cancel, and that 
if they did in fact cancel, the fact that you had a one- 
purpose building of the loft type, would have depreciated 
the value of this particular stock, would it not, sir? 

Mr. Stetson: Your Honor, I think that is the same ques¬ 
tion right over again. 

The Witness: With your permission I will be glad to 
reply to that part of the question. 

The Court: Very well, you may. 

The Witness: That I think I can; and I would say yes, 
that would have an important effect, but I do not know the 
significance of the loft-type building, so I cannot 

570 answer as to that part of it. 

577 Q. And if the government moved out and that 
would put the burden back on the owner to take 

over these obligations that you have described, would it 
not, sir? A. That is right. 

Q. And that in your opinion -would be a disadvantage 
to the owner particularly where you have a one-purpose 
building? A. Yes, sir. 

Q. Did you make any inquiry to find out what it would 
have cost the owner of this building to put it into rentable 
condition, that is, to partition it and put offices in it, if the 
government decided to exercise its option? A. No, sir. 

Q. If you were told that those costs would run 

578 from anywhere from $300,000.00 to $500,000.00, 
wouldn’t that have been a factor to have considered 

in this picture? A. It might have been but I think we are 
getting back into the real estate business about which I 
have already stated I am not entirely familiar with the 
physical problem. 



Q. Now you have— A. I think—excuse me, I am sorry. 

The Court: You may finish if you hadn’t finished. 

The Witness: I thought that I had stated the situation 
as far as the hazard and risks are concerned involved in 
the government moving out. 

By Mr. Magee: 

Q. Then there was a hazard and a risk to the owner in 
that type of lease even though it wasn’t exercised? A. 
Yes, sir, and also a favorable situation involved in the 
company having no operating headaches and requiring 
no working capital to operate and having all the bills paid 
and the principal on the mortgage by the government in 
the form of rent. 

Q. Then if that situation came to an abrupt end the 
owner would have been in a difficult situation without 
capital. 

Mr. Stetson: Objection, Your Honor. Too vague. 

Mr. Magee: I think he could answer the question. 
579 This man is an expert. He knows that situation. 

The Court: Read the question. 

(Thereupon the pending question as above recorded was 
read by the reporter.) 

The Court: Without capital? 

Mr. Magee: He has testified that there was no capital 
in this investment; it was a great advantage to the owner 
to have it operated by the government. I am merely ask¬ 
ing him if that occupancy came to an end in view of the 
fact that there was no capital invested in this property, 
would it not have put the owner in a difficult position? 

Mr. Stetson: Your Honor, I believe that this witness 
never testified there w*as no capital. He said there was 
no necessity for operating capital. There is a great differ¬ 
ence. 

The Court: Well, I will sustain the objection to the 
form of the question. 
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By Mr. Magee: 

Q. In your examination of this financing of the building, 
did I understand you to say that you found that little, if 
anything, had been invested by way of the owners in so 
far as capital was concerned? 

Mr. Stetson: Objection as too vague, Your Honor. 

The Court: The objection is overruled. 

The Witness: I don’t recall that I did. 

580 By Mr. Magee: 

Q. Was that a fact? A. I don’t recall. I don’t recall 
that. 

Q. Didn’t I understand you to testify that because of the 
R. F. C. conditions that the income in certainly the first 
five years had to be used entirely to carry on the expense 
of the building and paying for the operating costs? A. 
Yes, sir. Operating costs, no, sir. Payments. 

Q. The government was paying that. You are right 
about that, sir. A. Yes. 

Q. But all of this money which was coming in with 
rents was going to pay principal and taxes? A. That is 
what I deduced. 

Q. So that if you had a cancellation of the government 
lease in the situation of the kind that you have now agreed 
to, wouldn’t it put this particular owmer in a very difficult 
position? A. Please, sir, might I ask you a question, and 
ask you what I agreed to? 

Q. That you stated that in the first five years, as I under¬ 
stood your testimony, the income from the building was 
being spent to pay principal, interest, taxes, and there 
wasn’t anything for the owmers in the way of dividends? 

A. Oh, it wasn’t quite like that, sir. There was no 
5S1 cash for the owners. 

Q. That is correct. There was no cash available to 
the owners. A. But there was a tremendous gain for the 
owners because every time they made a principal pay¬ 
ment they put a dollar back in their pocket. 
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Q. Well, certainly they were reducing the encumbrance. 
A. Yes, sir. 

But I am saying in so far as their cash situation was 
concerned, cash on hand, if you want me to give you the 
best of my thinking in trying to answer your question, I will 
say if such a condition came about, and since they had to 
apply all this cash, for the specific purposes required, 
they would require cash capital to operate on a different 
basis. 

Q. Thank you, sir. A. Is that what you want? 

Q. That was what I was trying to get. A. I am happy 
to tell you that. It is just a matter of understanding, yes, 
sir, and I took that into consideration. 

• **•*•••#• 

583 By Mr. Magee: 

Q. Mr. Quinn, I understood you to say that because you 
understood the National Home Library Foundation to be 
a non-profit and a charitable corporation that the Long¬ 
fellow Building stock was not a proper type of invest¬ 
ment for that sort of a corporation; is that correct, sir? 
A. As of some indeterminate date after 1956, yes, sir. As 
to 1942, it was an excellent investment for the Foundation. 
A wonderful investment. 

Q. Assume this situation: 1942 was a wonderful invest¬ 
ment for the corporation. A. Yes, sir. 

Q. Assume that the corporation which you have men¬ 
tioned was in this financial condition, that it owed some 
$38,000.00. It had no assets with the exception of 

584 some books which it could not sell, and 833 shares 
of stock in the Longfellow Building Corporation; 

That that stock had been pledged as collateral for a 
loan of $12,000.00 which was due, and the corporation had 
no income and was running further in debt. 

Now, under those circumstances, should that corporation 
just have held the stock? A. Yes, sir. 

Q. Assuming further that the owner of their note had a 
collateral agreement which gave them the right to move 
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on the collateral to pay off the debt, wouldn’t it have been, 
the wise thing to have done, was to realize what they 
could from the stock at that time, liquidate the debt and 
get something out of it rather than have them foreclose 
under the hammer? A. No, sir, I don’t think so. I don’t 
think that it should have been necessary to have liquidated 
the stock to pay off the debt. 

I think that at that time that verv, very substantial 
value existed and would continue to be in sight for that 
common stock, and although the common stock earnings 
were impounded, so to speak, and had to he paid off on 
the debt, nevertheless they amounted to $40,000 a year 
for all the shares, and on 833 shares they amounted to 
$16,666, so in two years that 833 shares of stock would 
earn almost as much as that debt, so I think they 
585 were in a pretty strong position despite the debt, 
because the stock was verv valuable and could have 
been appraised and there were sources through which the 
stockholder or the representative of the stockholder could 
go and seek advice and obtain assistance in refinancing the 
loan an a basis where less collateral would be required be¬ 
cause the stock was much more valuable than $38,000 at 
that time, according to my opinion, and I think that it 
would have been possible to have let that thing go on and 
on and on year by year until 1956 when everything would 
have been paid off and no one owes anyone anything, and 
all the earnings go to the common stock. 

So I don’t see any need to imply that there would he a 
forced sale at that point. I don’t think it was necessary. 

Q. That is up to the holder of the note, isn’t it? A. Well, 
if he can call, yes. Then it is up to the debtor to go 
around and get assistance which is available in banks, 
brokerage houses and mortgage companies, to supply the 
debtor with adequate information in so far as it is possible 
to do so concerning the intrinsic worth of the asset he 
owns and how it matches against his debt, and if the 
asset is deficient I agree with you but in this asset I saw 
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a tremendous amount of value compared with $38,000, as 
I have testified. 

Q. But you nevertheless told us that in disposing 

586 of a stock of this sort that was not on the market, 
it was a local stock, it was based on a single fa¬ 
cility, that there was a very limited market within which 
to sell such a stock? A. Yes, sir. 

Q. You told us further that because the dividends were 
deferred, let us say, for some 15 years, until the R. F. C. 
mortgage was paid off under its terms, that only a rich 
person would be primarily interested in acquiring stock 
of this kind, did you not, sir? 

The Court: Did you understand the question? 

The Witness: I think I did. 

I am not sure of the exact words, and my hearing isn’t 

the best hut I infer and if I am incorrect, please stop me— 

that you are assigning some value to the stock which would 

be materiallv affected bv the fact that it had a limited 
•/ 

market, you just couldn’t go to the order window and write 
out a ticket and say, “Sell 100 General Motors,” or some¬ 
thing like that, to the broker. 

That is correct, and I also said that the market value 
was affected by the necessity in this particular incident 
and I tried to bring in all the factors that I could, and 
these are the ones that you are talking about, that it would 
require direct negotiation. That is, you would have to go, 
say, from person to person. 

By Mr. Magee: 

587 Q. Precisely. A.To negotiate a transaction in this 
stock. 

But that was quite possible at that time. You could not 
only get the advice of financial people concerning the 
handling of the debt problem in relation to the market 
value of the stock at that time, you could get persons who 
would be interested in purchasing the stock, individual 
persons, buying the stock, and holding it for the whole 
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period without any dividends, and eventually perhaps sell¬ 
ing it on the basis where they would dispose of the stock 
and realize the capital gain and because they were in a 
high tax bracket and because they didn’t need the income 
that was impounded all those years. 

So it was possible to negotiate a deal. 

I will admit it would take a little work and it would take 
a little doing and it would have to be negotiated and you 
w’ould have to talk to people who were versed in those 
matters and get their assistance and their advice but it 
could have been done and I might add that there are clients 
in our firm to whom we would have offered to sell the 
stock, that particular block, if it involved control, at $125 
per share. 

• •*•#•••** 

589 Q. Now, when did you first give any representa¬ 
tive of the United States Attorney’s office, the Fed¬ 
eral Bureau of Investigation, the Department of Justice, 
or anyone connected with the Government, a valuation of 
this stock? 

• •••*•••#• 

The Witness: I gave a tentative opinion on the stock in 
my office to Mr. Stetson ten minutes after I saw the papers. 

#••#****•• 

Q. And tell us when? A. That was a week ago Monday. 
That was a tentative figure. I might add that Mr. Stetson 
did not know the value that I finally determined before 
you heard it yesterday. Mr. Stetson did not know the 
final figure that I determined as the fair market value of 
that stock until vesterdav when I mentioned it here and 

* w 

you all heard it at the same time. 

Q. Did he tell you what the stock was worth ? A. Oh, no, 
he gave no opinion. j 

Q. And I just want to get this clear: That is the 

590 first—that is, this contact with Mr. Stetson who 
sits here at the counsel table— is the first opinion of 

i 
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value that you ever gave anyone representing the United 
States concerning the Longfellow Building Corporation 
stock? A. Yes, sir. 

********** 

Mr. Stetson: I would like to call Mr. Coit to the witness 
stand. 

Thereupon— 

Lew Garrison Coit 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 

Direct Examination 

By Mr. Stetson: 

Q. Kindly state your name and address for the record? 
A. My name is Lew Garrison Coit. 

591 My address in Washington is 3930 Connecticut 
Avenue. 

Q. Mr. Coit, what is your profession? A. Well, I am 
a financial consultant, I call myself. I do a variety of things 
in the financial field. 

********** 

592 Q. Mr. Coit, how many years have you been in 
the field of investment counseling and investment 

agencies? A. Twenty-four. 

Q. And during those years, have you been called upon 
to evaluate unlisted stocks in corporations? A. Yes, sir. 
As an investment counsellor and in other advisory ca¬ 
pacities. 

********** 

Q. Have you had occasion to value the no-par common 
stock of the Longfellow Building as of January 19, 1943? 
A. I was asked to do so by your office. 

Q. And did that problem present the same type of prob¬ 
lem that you were familiar with in your work as an invest¬ 
ment counsellor? A. Yes. Each problem is different. 
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593 Each factor is different. The weight given in each 
particular security or each factor in judging the 

security is different. 

This had some very interesting ones, I think. 

Q. Fundamentally the problem was the same? A. Yes, 
sir. 

• •••##*#•* 

Q. Mr. Coit, what did you do to arrive at the value of 
the stock of the Longfellow Building as of January, 1943? 

Tell us some of the factors you took into consideration in 
arriving at that value? A. Well, the factors any analyst 
takes into consideration are really pretty well known, 
rather fundamental. There are many, many of them. The 
weight given to one versus another is determined in the 
judgment of the individual, based upon his experience in 
the field. 

There are manv of them that having done this for vears 
and years, that you almost take automatically in your 
thinking, either favorable or unfavorable, and why. 

594 There are certain major factors which you take into 
account with each individual stock, allowing the 

weight that you think each one deserves. There is nothing 
very special. Roughly, probably about ten of them. It is 
the same process that you use in valuing an investment 
listed, unlisted, or in appraising a security for estate tax 
purposes or gift tax purposes or anything else, from my 
experience. 

There is no formula, there is no mathematical guide, 
there is no ten times earnings. There is no book value 
figure. It is really a matter of judgment and the weight 
given each of these various factors. 

Probably the outstanding one in my opinion, or at least 
one of the major ones, is the outlook for business at the 
time that you are making the appraisal. 

Projecting myself back into 1943 I was in Washington. 
I was engaged in investment advisory work and I was 
looking for space in the city at the time. 
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To me it was a very important, a very interesting time. 
It was right after our entrance into a war, two major wars, 
following a Declaration of War. Following a Declaration 
of War we have always in the past entered a period of un¬ 
certainty and fear and people get panicky and jittery. Then 
as they quiet down you get your price rise. You get your 
price rise in wages and in prices during and after the war 
as the pattern has been followed time and time again. 

595 At that particular time you had not recovered in 
your building construction from the 1930 depression. 

You had about two years of decent building in the country. 
You were really just getting started when this war started. 

You had a shortage of building throughout the country as 
exemplified by your charts on the amount of building 
back in the boom around 1926, the shortage during the 
1930’s and the first rise beginning around, along about 
1940, 1941. 

In the City of Washington you still were suffering short¬ 
ages when this country entered the second major war. 

Well, in appraising investments, there are always favor¬ 
able and unfavorable factors but it is not often that the 
favorable factors are so much predominant, predominate 
so much that you can feel your position with confidence. 

Ordinarily it is a touch and go but with the country 
entering two major—in two major wars—the need for 
building by the Government in Washington, the need for 
office space, just seemed assured. 

Also it seemed assured that you would have a rise in 
prices, the rise in land values and building costs. 

It just, to me, it would seem certain that you would have 
a capital gain, you would have higher prices for the cost 
of this building. 

It would be worth more. The construction costs would 
rise. You wouldn’t have building during the war. 

596 You wouldn’t have building immediately after the 
war. There would be a period for you to get your¬ 
self together. The building would be assured for good 
rental for some years into the future. 
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The construction during and after the war, when it came, 
would be on a higher price basis, meaning that this build¬ 
ing would then have a higher price value. 

That isn’t just looking back. It is just quite obvious as 
the thing that is obvious, that securities of certain types 
were good purchases at that time. 

You had an increase in the federal debt during 1941, 
1942, of 50 billion dollars because inflation had just gotten 
well started during those two years. 

The financial position of the Longfellow Building Cor¬ 
poration probably was not all that one could desire in that 
ordinarily in industrial investment or utilities, they have 
major investments in cash or liquid assets. In this case 
you didn’t have any large operating capital, or they didn’t. 

However, they had as long as the government stayed in 
there, and the government having financed the building, 
having understood that it was for the government, it hard¬ 
ly seems to me likely that they 'would have been interested 
in canceling the lease. They had their own money at stake. 

With a lease contract on the gross basis, calling for the 
government to pay all the operating expenses, it left the 
corporation itself with very few, very few, and they 
597 were more or less fixed, not quite but more or less. 

The others were the uncertain factors. 

During a period of inflation corporations that are not 
strong financially are apt to have trouble because the costs 
of doing business rise faster than their assets can take 
care of them. Here you had a situation where the increase 
in costs were taken care of by the government. They agreed 
to maintain and operate the building, and that was your 
variable. That was where the risk comes in. There could 
have been a risk and it should be, it would have been given 
weight in any investment, that is, that you had two major 
wars on, that you were running big deficits. 

You don’t know when the war would end. You don’t 
know what the deficits would be. You don’t know -what the 
dollar would buy. 
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In foreign countries the experience was that it was— 
well, the case where they didn’t get enough rent to hire 
the man to hang the screens or the storm sash. In this 
case the government took care of the operating costs. 

So it was just to me an ideal situation. It was heavily 
mortgaged, to be sure, which made it what we call a pyra¬ 
mid situation. That is, the equity was low in relation to 
the total value. However, during an inflationary period 
it is the ideal thing. If you have $100,000 in and you owe 
$900,000 and the building increased 10 per cent in 
598 value of the property, why, your interest increases 
100 per cent. 

So it was just about an ideal situation, I should say, 
considering the times. It was the kind of a proposition 
that I would be very glad to have used with clients of 
mine. It was one I wouldn’t have minded having a little 
interest in myself. 

As I say, that kind of thing doesn’t come too often and 
I can’t over-stress the importance of the fact that the 
government took care of the general expenses, which was 
the great danger during the period of inflation. 

It was true all over the world and it is unusual to have 
a lease, too, in which the government takes not only the 
taxes on the real estate but the taxes on the earnings of 
the owner of the corporation, plus enough money to pay 
the principal payments and the interest on the first mort¬ 
gage. 

It was really an ideal set-up, although I admit, of course, 
that the financial situation wasn’t like the position of an 
industrial corporation, that he has enough liquid assets 
to pay off all their bonds and have more besides. 

Also I would like to stress just once more the fact that 
with your rise in costs during and following a war it made 
competition, it put this building on a footing in which it 
could compete with new construction, because they would 
be constructed under the higher cost schedules. It gave 
them a great advantage. 
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599 We have one that we call life cycles, the case of 
the street railway past its peak. This is a modern 

building, in a major city, growing, in a boom, high class 
office and store area. 

I should say it was ideal. 

The type of building, the type of building was satisfac¬ 
tory to the government. It was apparently what they 
wanted. Therefore it was built in the manner in which it 
■was built. 

I mean as to the division of the space in the floors. Ap¬ 
parently there is a good deal of demand for that. 

I had occasion some years later in working with a com¬ 
pany that I was advising in the building of a building and 
they wanted to have more of that type of floor than I 
thought they should have. 

By Mr. Stetson: 

Q. What type of floor was that? A. It was the un¬ 
divided floor that wasn’t divided up into offices. They just 
insisted that that was the most economical use of the space 
and that the light factor and the air factor and the air 
conditioning was all taken care of. 

Management is terribly important. Management is one 
of the very important factors in appraising the stock. In 
this case, really management was selling out; 933 shares 
owned by the Foundation was practical control and they 
were to all intents and purposes managers of the 

600 property. It wasn’t the case of somebody else man¬ 
aging. They didn’t have voting control but they had 

the nearest to voting control of any other block. 

It took very few shares with the stock to give them actual 
voting control. 

Of course with management, with voting control goes 
many prerequisites such as salaries and management con¬ 
tracts ; the minority, the minority stockholders in a venture 
of that kind takes what the management will give them. 
He get dividends if they decide to pay them or he gets a 
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salary if he is in the group but this was the largest single 
block, the one block that would give voting control. 

I guess there were two other blocks. 

They gave up a very, very valuable asset. The value of 
the asset was greater because of the number of shares, the 
size of the block of the stock, than it would have been if 
it was just 10 or 20 shares. 

The logical thing, of course, would have been to acquire 
sufficient shares so that they had 1,001 shares and they 
had voting control. If a client of mine had owned it I would 
have suggested that he do that immediately, At that time 
I suppose it would have been possible to do it. 

I believe there were certain salary limitations during 
the life of the mortgage but the mortgage could be re¬ 
financed at a later date. 

• •*•*•**•* 

601 Q. What are some of the other factors, Mr. Coit? 
A. Well, we have a group of them we call cyclical or 

defensive as describing investments, the cyclical being the 
more speculative type that are up and down in their earn¬ 
ings and prices and so forth. 

Mr. Denit: Is that C-Y-C-L-I-C-A-L (spelling)? 

The Witness: Yes. 

During the long record of growth in Washington, the 
expanding government, the constantly expanding popula¬ 
tion, Washington would hardly be called a city of ups and 
downs like Pittsburgh might. It would qualify as a 

602 relatively stable city, certainly compared to most 
any place in the world, I expect. 

The defensive or relatively stable type would be given 
weight and a higher price over the other type of stock. 
Dividend return is a major factor, sometimes. 

Q. Why do you say sometimes, Mr. Coit? A. Well, some 
stocks are bought for their dividends, some investments 
are made for income. Many investments, and I think the 
better investments, are made for growth. 
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We have, of course, the provision against undue 
accumulation of surplus which restricts the accumulation 
of surplus in most corporations, and in my other business 
advisory work it seems to me a good share of your work 
is trying to prove that you need the capital and you don’t 
have to pay dividends. 

In this case you had the ideal situation with the R. F. C. 
mortgage saying that no dividends could be paid as long 
as the mortgage was on there. It made an ideal investment 
for the type of person that would be interested and should 
be interested in this property. 

Earnings could be applied against the debt. The debt 
would be decreased. The equity would be increased. With 
inflationary rise the value of the equity would be increased. 
The individual could then at the end of some period sell 
the property and get a capital gain, the rate being what¬ 
ever it was, 25 per cent or 26 per cent of the actual 
profit. 

603 In this case it was just an ideal situation for the 
large investor that did not want income. 

I might say again that the large investor was not in¬ 
terested and was not and is not interested in corporations 
that just pay income. The tax rates have been so high, of 
course, that they cannot keep but a little of it. Capital 
gain is the one thing that they all want. 

The earnings trend is important. Investors like stocks 
where the earnings trend is up. They like stocks that will 
earn more money. 

This appears on the face of it to be a company with a 
rather fixed earning. 

There is one angle to that, as I see it, and that is the fact 
that the government rents on a gross rental basis. Their 
cost of the building might well increase as the cost of 
operating the building increases, so that their rental costs 
could very well be higher despite the fact that their pay¬ 
ment to the building corporation might not be higher so 
that actually it is not a fixed rental return. There is also, 
of course, the increase in rental as the mortgage payments 
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are made and the total interest paid decreases. It gives 
them roughly a dollar and a half per share per year before 
taxes. 

We have another factor that has a varying degree of 
weight, and that is called book value which the 

604 equity is represented by a share of stock. 

It is the gross assets minus the debt, divided by 
the number of shares. 

The book value ordinarily has not too much weight in 
appraising an investment. With industrials it has very 
little. Book value cannot be eaten. You can’t use it. It 
can only benefit the stockholder as he gets something from 
it, whether it be distribution or a dividend. 

In this case I think it has more value in that as a basis 
for rents at that time or in the future, the book value 
would influence the rental income. 

So I would sav that in this case—ordinarilv earnings 
are the major factor—but in this case I would give a little 
more weight to book value than I would ordinarily. As a 
matter of fact, if the book value primarily of the building 
should rise, and some organization held the majority of 
the common stock, they could, I suppose, dispose of the 
building, liquidate it, and pay themselves off approximately 
book value of the stock. 

If the book value or if the—well—there was in this case, 
assuming a book value, that I have been given as an 
appraisal of a million eight, you gave a book value per 
share of about $176.00. According to the corporation’s 
books the book value would be $266.00. 

605 Q. Is that after taxes? A. That is after a re¬ 
ceiver of taxes set up to the best of our ability as 

of the end of 1942. $176 against $266. That is putting the 
building in on the $176 value at $1,800,000.00. If the 
$1,800,000 is a fair value, if it was marketable at that 
price, the individuals controlling the stock, I suppose, could 
have sold the building and ended up with assets in liquid 
form around $176.00 a share. 
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So in this case I gave book value more weight than in 
some others. 

The same applies in utilities where the rate base is 
based on their investment in property. That is somewhat 
similar to this set-up. 

I might say that some corporations sell at two or three 
times of book value and some at 50 per cent of book value. 
There is no fixed formula as I said before. 

Now, ordinarily the shares of a corporation, the value 
is dependent in part upon their marketability. There 
again it depends upon listed or unlisted. The listed shares 
it doesn’t matter so much. Where there is an active 
market, it doesn’t matter so much. Where you have an 
inactive market or no marketability it is a factor. 

If this had been 10 shares or 50 shares I would have 
given weight of a certain measure to marketability. In 
this case, where it was practical control and awfully close 
to voting control I think the marketability factor 
606 is much less important, because you are not—you 
are pretty close to not being a minority stockholder. 
You had practical control. You could acquire control. 

Then vou have control over the sale of the whole 
business, the assets, the building. It is an entirely different 
set-up, in my opinion, than a few shares in an unlisted 
stock with no market and no sales. 

Then, from my experience, all investments are related 
to each other. Investors do not operate in a vacuum. 
Each investment, whether you realize it or not, has a value 
in relation to other investments. If you can get 20 per 
cent return on a good industrial stock that has a value on 
what you would be willing to pay for a share in the Build¬ 
ing Corporation. They are all intertwined. 

Of course, in appraising, if it is possible, and I didn’t 
find it possible, to find other comparable situations, so that 
you can compare the price in this situation with this 
situation—I have never known two alike. You always have 
to make some adjustments. It would be impossible, I 
suppose, to have two alike so that you could say, this 
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stock is selling for so muck and there is a market for it, 
and this is exactly the same so therefore it should be 
worth as much as that. 

But the fact that this sells for a certain price at certain 
times earnings and a certain type has a bearing 

607 upon a fair price for this other stock. 

I think that is recognized by the Bureau of In¬ 
ternal Revenue in their appraisals. They like to be able 
to find one the same but you just can’t do it. 

So in putting a price on an unlisted stock we take the 
whole environment, the whole background. We take the 
price to earnings ratios of other stocks. We have to use 
our heads on it. But we relate what other investments are 
selling for in relation to earnings to what this one should 
sell for and in doing that we take the favorable and the 
unfavorable factors of the other as well as of this stock, 
and after considering and considering and weighing and 
weighing and thinking and thinking, going over the state¬ 
ments and considering the management and all the rest 
of it you end up usually with a multiplier which is an earn¬ 
ings multiplier. If possible, five year average earnings. 
And if your going rate at the time, say on a composite 
index such as Standard’s 90 stocks was selling for, I think, 
10.6 times earnings— 

The Court: Keep your voice up just a little. When you 
hold your head down your voice doesn’t carry so well, and 
then they are all not able to hear as well. 

The Witness: If Standard’s 90 stocks sell for 10.6 
times earnings, then that is a factor in determining the 
price which would be a fair price for this particular 
stock. 

608 As I say again, you have to allow for all the differ¬ 
ences, all the factors, that have more weight in the 
Standard’s than in this other particular investment. 

609 At any time there is always a lot of money seeking 
investment. At any time there are a lot of invest¬ 
ments seeking buyers. The man with the money has the 
opportunity to consider all available investments, weigh 
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each and decide which one is the most attractive to him. 
It is just a simple matter of saying that each value is 
related to each other. 

Another factor, this price to earnings ratio, which we 
use a great deal and which we use constantly in appraising 
the value of stocks, fluctuates. At this particular time, 
the 90 standard stock index, called the combined index, 
was, I think, 10.6 times earnings. It was still depressed 
from the beginning of the war. There was still some un¬ 
certainty. It was low. ’Within a few years, I think in ’46, 
it sold at 20 times earnings. It was, again, typical of what 
happened after the United States got into war and your 
inflation started. 

I had given, of course, this stock special weight because 
it is entirely different. I had given weight to the type of 
building, the possible lack of marketability, the financial 
position, cancellation clauses in the lease, mortgage posi¬ 
tion and all these other factors in arriving at a price 
for this stock relative to other available investments to 
investors at that time. I am inclined to be very con¬ 
servative. I think this type of thing, in my opinion, should 
be appraised conservatively. The figure that I would 
610 use for a valuation, I am sure, would be cheap com¬ 
pared to what someone could sell the building for 
if he found the right buyer. There would be buyers, but 
they aren’t on all street corners. 

So after giving due weight, full weight to the unfavor¬ 
able as well as the favorable factors, those that I have 
mentioned and those that I just automatically take into 
consideration, I came out with the figure for the stock 
as a fair value, and on the low side, in my opinion, of 
$121 a share. 

Bv Mr. Stetson: 

Q. Do you say that is the market value of the stock 
of the Longfellow Building Corporation stock as of Janu¬ 
ary 19, 1943? A. I think that is a very fair value and, 
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if anything, on the low side. If I had a client that owned it, 
I would have insisted that he get at least $176 a share. 

• #•••#«••* 

611 Cross Examination 

By Mr. Denit: 

Q. Well, does your organization deal in unlisted stocks? 
A. I am an independent financial consultant. You mean, 
now or then? 

Q. Right now. A. I am an independent financial con¬ 
sultant, yes, I do. 

Q. Did your organization deal in unlisted stocks in 
1943? A. Yes, certainly. 

612 Q. In January of 1943? A. Yes. 

Q. Did your organization deal in any unlisted 
stocks of a corporation or corporations whose sole asset 
consisted of an office building? A. Yes. 

Q. Which one? A. I don’t recall, but I know we had 
many of them. 

Q. In Washington? A. Sir? 

Q. In Washington? A. Yes, all over the country. 

Q. Did you have any unlisted stock of a corporation 
whose sole asset consisted of an office building in the Dis¬ 
trict of Columbia? 

• •**«#••## 

The Witness: That is eleven years ago. We were 
constantly getting new accounts with all kinds of real 
estate companies in, and I recall the National Press 

613 Building. I am sure we had accounts around that 
time with the National Press Building in them. 

The Court: Do you not have accounts with private in¬ 
vestors where you recommend to them what action they 
are to take with investments that they have? 

The Witness: Now or then? 
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The Court: Then. 

The Witness: Well, both now and then. Loomis-Sayles 
is an investment advisory organization, and the operation 
of a mntual investment trust is a side issue. Their pri¬ 
mary purpose is handling something over $200,000,000 
worth of investments at that time owned by individuals 
all over the world; some have accounts being discretionary 
and some of them dealing directly with the client. 

The Court: They had listed and unlisted stocks; is that 
right ? 

The Witness: They had listed and unlisted, oh, yes. 

Q. In determining the value of an unlisted stock of the 
type involved in this case, is it possible for there to be wide 
differences of opinion among people versed in deal- 
614 ing with such commodities? A. Well, there may be, 
depending on the experience of the individual, but 
an experienced person—I wouldn’t expect a very large 
difference of opinion. 

Q. You have told us of at least 15 different factors that 
you took into consideration in reaching the conclusion which 
you expressed here today. A. That is right. 

Q. To some you gave more importance than you gave 
to others; is that right? A. Yes. 

Q. Now, isn’t it possible that an honest person under¬ 
taking to value the stock as you have valued here, using 
these factors, could come to an entirely different opinion 
without in the slightest taking advantage of anvbodv? 

Mr. Stetson: Your Honor, I think the witness has al¬ 
ready answered that identical question by saying it depends 
on the experience of the individual appraiser. I move 
the question be stricken. 

The Court: I will overrule the objection. I don’t know 
whether it is much different from the previous one. You 
may answer. Would you like the question to be read to you 
or do you understand it? 
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The Witness: Wait a minute. I think I can recall it. 
The Court: Just read the question. 

(Question read.) 

615 The Witness: An honest person could be per¬ 
fectly honest and come to an entirely different price 

valuation, but an experienced, intelligent, capable, suc¬ 
cessful investment manager, I think, would not come very 
far off from where I am. 

Bv Mr. Denit: 

* 

Q. In January, 1943, are you able to tell ,us, in view 
of your study, whether there was much risk capital avail¬ 
able in Washington? A. Well, I have never known a time 
in Washington when there wasn’t risk capital available in 
quantity. 

Q. What do you mean by that, there was risk capital 
available? A. Yes. 

Q. Seeking investments of this character? A. Yes, sir. 
Q. Can you tell me one instance in which a building of 
this character was put up by risk capital in January, 1943? 
A. Well, I don’t know as I can tell a building offhand, 
but I know that there was millions of dollars under my 
supervision available for investments and in such quantity 
in certain cases so that they could have handled this build¬ 
ing very easily. 

Q. But none of it went into a building of this character, 
as far as you can recall; is that correct? 

Mr. Stetson: May I ask what time? 

Mr. Denit: January, 1943. 

• ••#•#•••• 

616 The Witness: No. In my office we did not handle 
investments in buildings. W 7 e handle securities. 

By Mr. Denit: 

Q. All right, then, I will take you personally, because 
you are testifying. Did you have any such investments? 
A. Office building personally? 
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Q. Why, certainly. A. No. 

Q. Now, you have stated to the Court that you knew of 
no comparable stock to this 833 shares of stock in 

617 the Longfellow Building; is that correct? A. Yes. 

Q. When were you employed to make your ap¬ 
praisal? A. I don’t know, two or three weeks ago, I 
think; about three weeks ago, I believe. 

618 Q. Well, were you employed by somebody to make 
the appraisal ? A. I was asked to make an appraisal 

by Mr. Stetson. 

Q. And you were asked to do it for compensation, weren’t 
you? A. Well, as I recall, he said something about there 
would be some compensation, and I told him that that 
wasn’t important, whatever it was was all right with me. 
It wasn’t a factor. I don’t even know what I am to get, 
if anything. 

♦ ••*«#**•« 

By Mr. Magee: 

Q. When was the first time you ever heard of the 

619 Longfellow- Building Corporation stock as such? A. 
Three w-eeks ago. 

Q. That w-as the first know-ledge you knew of it and the 
first opportunity you ever appraised it for any representa¬ 
tive of the government? A. That is right. 

Q. Not Mr. Stetson, any other representative? A. Yes, 
sir. 

Q. Mr. Coit, as I understand your method of appraisal, 
you have taken into consideration a number of factors 
w-hich you have described, and you have used as a basis 
for determining this value, a value on the building and 
ground, of $1,800,000, w-hich is the valuation given you of 
their physical asset; is that correct, sir? A. Yes, sir. 

Q. Now-, if you were told that by using a standard 
method of capitalizing land value, using your method, 
that is, taking the income derived from the land and then 




using the capitalized land formula, that the value of the 
building and land is $770,000, then what would your opinion 
as to the value of this stock be? A. I think I said that 
book value in many cases has little to do with the price 
of a stock. It is primarily earnings. But in this case it 
has a value in relation to the fixing of leased terms. It 
will have a value in the future in relation to sale 

620 price and leases, and so forth, I mean from 1943. 
I would find it very difficult to overlook the fact 

that the company was owning $20 a share to $22 a share 
per common stock, regardless of the appraised value of 
the building. 

Q. Yes, but you have told this Court in your last state¬ 
ment that the reason you thought a person should hold out 
for $176 per share was on the theory that if this building 
sold for $1,800,000, that would be—let’s see your language 
—the book value per share. A. Yes, sir. 

Q. Now, if it sold for $770,000, what would the stock 
be worth? A. If the building sold for $770,000? 

Q. Yes, sir, instead of $1,800,000. A. Sold for $770,000? 

Q. Yes, sir, capitalized value. A. If it sold for $770,000, 
the assets of the corporation would have shrunk terrifically. 
It would be no longer the possession of the corporation. 
It would end up, of course, with no assets at all, because 
the building would not have paid off its first mortgage even. 

Q. So that if it sold for any figure less than $1,S00,000, 
as that figure shrunk the value of the stock would be valued 
that much less, wouldn’t it, sir, in proportion to the 

621 diminution in sale price? A. If the building sold 
for less than— 

Q. $1,800,000. A. If the building sold, then you would 
end up with certain assets and that would be what the stock 
would be worth, the book value pretty well. It would be 
liquid assets. 

Q. And if you got $1,600,000, for example, you put this 
asset on the market and sold it, it would cut the value of 
this stock in half, wouldn’t it? A. I am not appraising 
that corporation. I am appraising the one with a building 
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operating under lease to the government. Those are two 
entirely different corporations. 

Q. I am talking about the same corporation, using the 
same balance sheets. A. But it is not the same corpora¬ 
tion if they don’t possess the building. Then you have 
got what? X don’t know what you have got. You have got 
a debt. You have got accounts receivable; you have got 
a note. I don’t know what you have got. I can’t appraise 
that. That is another situation entirely. 

Q. So that if they were forced to sell this building— 
let’s assume the government cancelled its lease, as it had 
a right to do under the 30-day cancellation clause, and they 
couldn’t get another tenant because it was loft space, and 
they didn’t have the capital to renovate the building 

622 and divide it up into offices for rental, they were 
unable to rent it but were forced to sell it, wouldn’t 

that— A. I am not appraising that. That is another 
situation entirely. 

Q. This lease had a 30-day cancellation clause. A. I 
know it. 

623 By Mr. Magee: 

Q. This lease had a 30-day cancellation clause in it, 
didn’t it, sir? A. Yes. 

624 By Mr. Magee: 

Q. Would you tell us, Mr. Coit, that one of the real 
factors that entered into your valuation was that the 
government was occupying this building? A. I think I 
stated that the government had financed it. I apparently 
had in mind that the building would be occupied by the 
government. It was financed and the tenant was to be the 
government, and I thought that considering the war, there 
would be such a demand for space that the government 
would stay there, having financed it in the first place and 
planned it. 
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Q. But you had no way of determining when the war 
would end at that time, did you Mr. Coit? A. I might 
recall; I can remember that that was about a year after 
the war started, and we had not taken the aggressor posi¬ 
tion on any front. We were just trying to get ready very 
hurriedly. We hadn’t even started to fight yet. I think 
that started in ’45 or ’44 or thereabouts. 

625 Q. And there was also a great deal of propaganda 
in the press and the newspapers about decentralizing 

government agencies from the city of Washington and 
moving them away, wasn’t there, at the time? A. I think 
they moved some away. 

Q. You saw such statements in the press, did you not, 
sir? A. Yes, I knew that they did move some, too, away. 

626 By Mr. Magee: 

Q. Do you advise so-called charities and charitable in¬ 
stitutions as to the investment of their funds? A. I have. 
I am an adviser to a charitable institution and a trustee in 
the same institution. 

Q. In giving advice with respect to the investment of 
trusts and funds of that character, would you recommend 
the purchase or retention of speculative stocks by such 
trustees, Mr. Coit, as distinguished from recommending 
stocks? A. I think you would have to define a speculative 
stock. All investments are risk investments; all equities 
are risks. The amount of risk varies between different 
individual issues. What may be a risk stock to you might 
not to me. It might be that under a certain time I would 
think it wise to buy a risk stock if we were going into a 
period of inflation. 

• ••#•*•••• 

627 Q .Mr. Coit, you mentioned that you had valued 
these 933 shares at $121 because along with the sale 

of stock, in effect, went this control of the corporation. You 
took that into consideration, didn’t you, sir? A. I took 
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into consideration that it was the largest individual block. 
It was the nearest to having actual control and probably 
they could have practical control with that block of stock. 
I gave it some weight due to that over and above a 50- 
share holding. 

Q. Assume that you were in error and that only 833 
shares were sold and subsequent to that, 100 shares were 
sold to another private investor and that was all the invest¬ 
ment ratio that that stockholder had in the company. 
What would be your opinion as to the value of the 100 
shares sold under those circumstances to that investor? 
A. I would have to know who it was, who owned, who had 
control. I don’t see how I could put a value on it. 

Q. You have stated that because the stock block was so- 
large that along with it was going control. Now, 

628 that is sold, 833 shares of that block of stock was 
sold. Now, in dealing with the sale of another 100 

shares to another person who doesn’t own any of the 
stock in the Longfellow Building— A. A sale by who? 

Q. By the Foundation to another person, of 100 shares. 
You are assuming that 933 shares were sold, and to one 
-person. A. That is what I understood. 

Q. Let’s break it down. Let’s assume that only 833 
shares were sold first. A. To whom? 

Q. To a corporation. A. Who had already shares of 
stock? 

Q. Who had already control. Well, put it this way: 
With these shares gained floating control of majority 
ownership. What would be the value of 100 shares sold 
thereafter to another private person, an individual, by 
the Foundation? 

• ••#•#*••• 

The Witness: Well, I appraised a block of stock and 
not a hundred-share block. I would say it would have a 
smaller value than the block which provided control 

629 to the person buying it. 
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By Mr. Magee: 

Q. How much more? 

Mr. Stetson: Let the witness finish. 

The Witness: Well, that would be a matter of—I would 
have to be retained, I am afraid. It would be another 
job. It would be less. 

By Mr. Magee: 

Q. What percentage, then, did you add, let’s put it 
that way? In fixing your market price at $120 for the 933 
shares—make it 933, what percentage did you add or 
include in there as the value of the control that passed with 
that stock? A. I said I gave the factors there full and 
proper weight and arrived at a price. I did not say, nor 
did I use a percentage as a weight. I said there was no 
formula by which you could determine it. It is a matter 
of judgment based on a group of factors. 

Q. Give us your judgment. A. As to— 

Q. Value or to the control of this block of stock per¬ 
centagewise, if you can, 10, 15, 20, 30 percent of $121. A. 
As to the value of the control? 

Q. Yes, sir. A. Well, I worked out mentally no 
630 percentages, just a very valuable fact that it gives 
control. It is worth salaries, it is worth— 

Q. It made the stock worth more. I am just asking you, 
sir, how much more did it make the stock worth. A. I 
valued that stock in control in not 100 shares. I am not 
prepared to put a value on 100 shares. 

Q. I am asking you to give us the value which you put 
on the control which passed with the 933 shares. A. $121 
a share. 

Q. And what value in that does the control represent 
w’hich you said is a very valuable portion of that share? 
A. It was weighted with the other factors. There was 
no percentage. I didn’t break it down to percentage. I 
don’t think it can be done. I think it adds to the value of 
the stock. 
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Q. A very valuable factor? A. A very valuable factor. 
Mr. Magee: That is all. 

The Court: Is that all? 

635 Mr. Stetson: Your Honor, Plaintiff’s Exhibit No. 
17 is a photostatic copy of the mortgage from the 

Longfellow Building Corporation, securing the R.F.C. for 
a loan in the amount of $1,500,000. This mortgage, or deed 
of trust, is dated May 10, 1940, and conveyed the title 
to trustees of the R.F.C. under certain conditions of trust 
recited in the instrument. 

Now, counsel, Mr. Denit, has stipulated that this may 
be accepted by the Court as reciting the terms of the agree¬ 
ment between R.F.C. and Longfellow Building Corporation 
as to the deed of trust, and we are willing to stipu- 

636 late that the blanks on the last page, being Page 9 
of the exhibit, are filled in in the original. Even 

though this photostatic copy does not show the signature 
of the president of the Longfellow Building Corporation, 
the parties are prepared, I believe, to stipulate that that 
was in fact signed by the president of the Longfellow 
Building Corporation. 

We are also willing to stipulate that pencilled notations 
in the margin and underscores throughout the document 
are not a part of the original document. 

Mr. Denit: That is correct. 

(Thereupon, the document previously marked Plaintiffs’ 
Exhibit No. 17 for identification was received in evidence.) 

Mr. Stetson: Likewise, Plaintiffs’ Exhibit No. 18 is a 
photostatic copy of a loan agreement between the Long¬ 
fellow Building Corporation and the R.F.C. Mortgage 
Company, also dated May 10, 1940. 

• •*#•*•••• 
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637 (Thereupon, the document previously referred to 
as Plaintiffs’ Exhibit Xo. 18 for identification was 

received in evidence.) 

Mr. Stetson: The Government rests, Your Honor. 

Argument on Behalf of Defendants Higiifield, Sothoron, 
Koss, Mount Vernon Mortgage Corporation on 
Motion to Dismiss 

Mr. Denit: If the Court please, on behalf of the defend¬ 
ants, Highfield, Sothoron, Koss, and the Mount Vernon 
Mortgage Corporation, I am reserving the right to intro¬ 
duce evidence in the event that our motion is not granted. 

We now move, Your Honor, to dismiss this action upon 
the following grounds: 

One: The evidence is wholly insufficient to establish 
fraud with respect to either the purchase of the 667 shares 
or the 833 shares of the Longfellow Building Corporation 
stock. 

638 Two: This being an action to rescind, there can 
be no recovery without a tender of the consideration 

received so that there would be a restoration of the status 
quo. There has been no tender in this case. 

Three: Each purchase was made pursuant to a simple 
contract. Lmder the Statute of Limitations an action for 
a breach of either contract must be brought within three 
years after the breach occurred. This suit was filed in 
1951, 11 years after the first transaction, and eight years 
after the second. Therefore, it is barred by limitations. 

Four: Assuming but not conceding that the statute does 
not apply, plaintiffs are precluded from recovery by laches. 

Five: There is no evidence in this case upon which to 
predicate an individual liability against the defendants 
Highfield, Sothoron or Koss, and there is likewise no 
evidence upon which to predicate a liability against Mount 
Vernon Mortgage Corporation, because the sales involved 
were the result of arms length dealings between the parties. 

• ••*•*•••• 
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654 Mr. Magee: May it please the Court, first, of 
course, I would like on behalf of the Foundation and 

Mrs. Mittell, and the Foundation’s trustees, I would like 
to join in the motion which has just been made by Mr. 
Denit. 

There are certain additional grounds, however, that I 
would like to call to Your Honor’s attention. 

Your Honor will note that we do not have any longer in 
this case either the Attorney-General as plaintiff or 

655 the United States Attorney. 

Mr. McGrath, who filed this action, is no longer 
Attorney-General and they have refused to substitute Mr. 
Brownell as a successor. 

This is not an action drawn by the United States. This 
is an action brought by the chief law enforcement officer 
of the United States on behalf of unknown beneficiaries of 
what the Attorney-General originally alleged was a charity. 

#####***•* 

656 Therefore, Your Honor, has no plaintiff in this 
case. Therefore Your Honor has no jurisdiction 

over a cause of action asserted on behalf of these unknown 
beneficiaries. 

No beneficiaries are named to bring this suit. 

So we say they now have no plaintiff and, of course, 
therefore, the Court has no jurisdiction over the action. 

Now, the whole theory of this case, may it please the 
Court, is that the Foundation is a charity. The only 
evidence in this case at this stage of the proceeding is the 
evidence that the Government adduced. They have 

657 put in evidence the charter of the corporation, which 
says it has the purpose of selling books, bringing 

good literature to the people. 

*#*#***#•* 

658 Can Your Honor rule on the naked statement in 
its charter when we now know the function of this 

corporation, that it was a charity? 
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I respectfully submit no, that the evidence shows you 
had a profit making venture designed to make profit and 
which could have made profit had the stock in trade 

659 been sold. Book selling at reduced prices—I have 
never yet seen any decision that holds that is 

charitable. 

So I think the Government’s case must fail, Your Honor, 
first, because it has no plan and second, because the evi¬ 
dence has failed to show that the corporation through only 
a desire to get assets for the benefit of the unknown bene¬ 
ficiaries of the charity is in fact a charitable corporation. 

Now, I would like to reassert a point, Your Honor, which 
I think is a very serious point which we asserted to Mr. 
Justice Morris. The evidence now shows and the Gov¬ 
ernment has put on the stand in addition to Mrs. Mittell, 
Mr. Craig and Mr. Carraway. They were trustees. Now, 
Your Honor, this action stands or falls on the complaint. 
It has never been amended. 

This complaint charges that the trustees of the Founda¬ 
tion—not that one trustee—it charges that the trustees 
were parties to a fraud, and if Your Honor will read the 
prayers you will find this prayer, nine: “That the Court 
appoint substitute trustees,”—not a substitute for Mrs. 
Mittell—“substitute trustees to conduct the affairs of the 
National Home Library Foundation, to carry out the pur¬ 
poses for which the Foundation was organized and to pro¬ 
tect the Foundation from further exploitation by the 
various defendants to this action.” 

Now, can we proceed in this case on this complaint with 
those trustees not being parties? I respectfully submit 
to Your Honor that we cannot. Why? Because if 

660 Your Honor entered a decree, that decree would be 
abortive. It could only remove the one trustee that 

is the party here. It could not remove all the trustees 
who have the power to function for this corporation. The 
Government is asking Your Honor to do a rather vain 
thing, remove one trustee who obviously could not over- 
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rule the votes of the two trustees who have already voted 
in this matter and who, on this stand in front of Your 
Honor, have testified that the actions they took, they took 
in absolute good faith. 

So that if Your Honor removed Mrs. Mittell and ap¬ 
pointed a substitute trustee, nothing would be gained. 
These gentlemen still have the right to act in their full 
and honest discretion and could overrule any substitute 
trustee that Your Honor might put on this board. 

The principle behind this is if a decree were entered 
without the trustees as defendants, because they are in¬ 
dispensable parties, it would be abortive and necessarily 
subject to re-adjudication because they are not bound by 
anything Your Honor does in this case. They are not 
parties to this action. In such circumstances the courts— 
and this is a general principle, Your Honor—have refused 
to proceed and will always dismiss a complaint for lack 
of jurisdiction because of the absence of indispensable 
parties. 

********** 

661 And under these circumstances, I submit, Your 
Honor, that these two trustees were indispensable 

parties. They were never joined. The Government has 
rested even though they had them before Your Honor 
under subpoena as witnesses. 

So under those circumstances, I think the complaint 
should be dismissed because of a lack of indispensable 
parties. 

662 Now, may it please the Court, let’s get to the 
point of whether or not laches or limitations apply. 

********** 

666 So that I respectfully submit, Your Honor, that 
Mr. Justice Tamm, for the identical set of facts 
set forth in this complaint, has applied the statute of limita¬ 
tions for a parens paritae action and has dismissed it. 
Therefore, we say that that is a ruling which is entitled 
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to consideration by Your Honor in dealing with this very 
problem. 

Now, w’e had this matter before Mr. Justice Morris, as 
Y r our Honor knows from the record in this case. Mr. 
Justice Morris did not rule, Your Honor, that neither the 
statute of limitations nor laches applied. He squarely 
ruled that, being that as he construed this to be a case 
which was equitable in nature, that laches applies, as 
distinguished from limitations, and I read from the second 
page of his opinion: 

“While the United States Attorney could properly act 
for the United States on behalf of the beneficiaries of a 
charitable fund or trust, certainly the Attorney General 
is authorized by law to perform any act which could be 
performed by his subordinate, and he clearly has the 
right to prosecute the instant action in the capacity stated. 
As this action is for equitable relief, in so far as such relief 
can be granted, it is not an action controlled by the statute 
of limitations. In order for the defense of laches to be 
availed of, a showing must be made that the delay was 
unreasonable and that it has caused prejudice to the parties 

681 So, obviously, Your Honor, that doesn’t conform 
to any theory involved in this complaint, and I 

respectfully submit that the Government has wholly failed 
to establish the allegations of this complaint which is 
before Your Honor. It has never been amended. The 
Government has rested. 

And, therefore, I respectfully submit that as to 

682 every defendant in this case Your Honor should 
enter a judgment of dismissal. 

Argument on Behalf of the Government 
on Motion to Dismiss 

Mr. Stetson: May it please the Court, it is sort of 
difficult to answer both Mr. Denit and Mr. Magee in one 
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argument. They seem to take different approaches to 
the case. On the one hand, Mr. Denit keeps talking about 
this is a suit for rescission, and yet Mr. Magee acknowl¬ 
edges that this is a suit for a breach of trust. 

*•****•#*• 

686 In the first place, the National Home Library 
Foundation was not, as Mr. Denit said, using rent- 

free part of the premises owned by Mrs. Mittell. She 
herself stated that she received from time to time $40 
per month in rent and she also stated that she charged 
the Foundation whenever she could. 

Furthermore, the statement that Mr. Highfield and Mr. 
Sothoron, Mr. Koss and Mt. Vernon did not go to the 
trustees—the idea originated with the trustees. Well, 
that is subject to debate. I submit Your Honor, that when 
Mrs. Mittell testified that when Mr. Highfield came to her 
home and found her in a broken-down condition, crying 
her heart out, and she said, “What am I going to do about 
these debts?” and he said, “Why don’t you give me a 
list of the debts, we will see what we can do,” I think 
that that was Mr. Highfield going to this trustee, this 
poor widow, Mrs. Mittell. 

687 While we are touching on that point, Your Honor, 
I think it is significant to note that Mt. Vernon did 

not press for the $12,000 debt against the Foundation. I 
think it is significant to realize that had they pressed for 
payment on that $12,000 note, it would have required the 
trustees to find out the true value of the securitv and have 

m/ 

it appraised and sold on the open market for what it was 
really worth and the proceeds applied to the debt. It 
was smart on the part of Mt. Vernon not to press on this 
debt. It was smart of them to say, we are not pressing 
you; we aren’t asking for payment on that debt, because 
had they done so, it would have brought these facts out in 
the open. No, they would rather fix the price than have 
the trustees find out the true value of this stock. 
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It is significant that these trustees, and I speak of 
them collectively now, made no effort to find the value 
of the building, made no effort to find the value of this 
stock. They abandoned their trust. 

The Court: Is the note that pledges this stock in 
evidence f 

Mr. Stetson: No, Your Honor. We know of no such 
note. 

Furthermore, it is apparent of record that the 933 shares 
belonged to the National Home Librarv Foundation, to 
no one else. This claim that 94 shares belonged to Sherman 
Mittell is empty. It is the testimony of a number of wit¬ 
nesses that everything Sherman Mittell had he 
68S poured into the Foundation. If he once owned these 
94 shares, which Mt. Vernon savs actuallv should 

7 V W 

be returned to him, it is apparent he turned that over 
to the Foundation and that those 94 shares perhaps were 
used as part of the security to secure the loan of the 
$12,000 from the Mt. Vernon people to the Foundation. 

The point is, Your Honor, that Mr. Magee can’t keep 
these figures straight. He keeps referring to 96 shares 
and Mrs. Mittell getting four shares back for $400, or 
some such figure. He doesn’t even know himself the 
number of shares which he claims actually belonged to 
Mrs. Mittell’s late husband. This gives the lie to that 
contention. 

Now we have made serious charges, it is true. We feel 
we have backed up those charges. We have backed up 
those charges from the mouths of the people we are charg¬ 
ing. We have charged Mrs. Mittell with having defaulted 
on her duties as a trustee. 

We have charged the officers of the Mt. Vernon Mortgage 
Company with having participated in a fraudulent scheme 
to deprive a charity of its assets for insufficient considera¬ 
tion and under circumstanmes amounting to a gTOss 
breach of trust, a breach of trust such as to shock the 
conscience of this Court and to warrant the rescission of 
those transactions and a return of the proceeds to the 
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Foundation. We feel that the evidence adduced in this 
trial thus far clearly shows that Mrs. Mittell had ani¬ 
mosity for the Foundation. She had no love for it. 
► 689 She felt the Foundation owed her a living. She 

couldn’t get that living from the Foundation, but 
she could get it from Mt. Vernon through Mr. Highfield 
and through Mr. Sothoron and through Mr. Koss. She 
got it by way of a fat salary and a position in the Long¬ 
fellow Building Corporation which required her to attend 
meetings. She appealed to them on the basis of sympathy, 
and whatever their motives were in responding to that 
appeal, it was not in the manner of people dealing with 
a trustee or the trust property, and it is not the type of 
thing that should be condoned by this or any other court. 
, Mrs. Mittell received a personal gain out of these trans¬ 

actions. See received not only the 94 shares which they 
allege belong to her husband. She received some additional 
shares which were added to it, and I submit, Your Honor, 
that 94 and 833 do not make 933. What became of the 
balance of the shares belonging to the Foundation? They 
went to Mrs. Mittell, together with the 94 shares, which 
i they would have us believe now really belonged to her 

husband. 

Did she make any claim for those 94 shares? No. She 
relied on Bob Highfield and Harold Sothoron, because 
they said, you didn’t know it, Fannie, and I think these are 
the words she quoted Mr. Highfield as having stated: 
You didn’t know it, but Sherman had 94 shares up on that 
loan, too. She wasn’t looking for those 94 shares. She 
appealed to them on the basis of sympathy. She 
690 may have gotten more than she asked for. She 
got what she was looking for. 

, Now we also feel this, Your Honor, that there was this 

duty owed by Mrs. Mittell to the charity, not only a duty 
not to dissipate the funds of this trust, but it was more than 
a negative dutv. It was an affirmative dutv. It was a 
duty to continue this charity, and whatever her personal 
feelings, she has no right under the law in this jurisdiction, 
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or in any other, to abandon a charity without leave of 
court. She had no right to dissipate the funds, to dissipate 
the property of this charity, and it is this action on her 
part not only her failure to continue the charity, but it 
is also her affirmative acts in mingling her personal 
interests and gain with the business of the charity, and 
there, Your Honor, we think we have shown a gross breach 
of trust. 

Now why, we may ask, should the Mt. Vernon Mortgage 
Company and these individuals named as defendants be 
charged with her default in duty? 

Simply, Your Honor, because they were parties to it, if 
not the instigators. They knew full well the value of the 
Longfellow Building Corporation stock. These were inter¬ 
locking directorates between Mt. Vernon and Longfellow. 
It may seem strange that Mr. Davison was not named, had 
he been living, or that other officers of the Mt. Vernon 
Mortgage Company, but they were not officers of Long¬ 
fellow Building Corporation. AYe named as defend- 
691 ants the officers of the Longfellow Building Corpora¬ 
tion who were also members of the board and officers 
of the Mt. Vernon Company. 

Now, when these individuals, acting for their corpora¬ 
tion, it is true, have knowledge of the breach of trust by 
a trustee for a charity, they are not bona fide purchasers 
in any sense of the word. They take the property with 
knowledge of the breach, and I am sure Your Honor is 
familiar with the principle that when they purchase prop¬ 
erty of a trust under those circumstances, that the Court 
is certainly justified in setting the sale aside, because they 
are deemed to be just as guilty of the breach of trust as 
the trustee herself. They took it with knowledge; as a 
matter of fact, it was knowledge peculiar to them. It 
was not only her failure to disclose pertinent facts to 
the trustees, namely, what the true value of that stock 
was, but it was furthermore a covering up of the true 
value. 
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Now, Carraway came to the stand and said that he didn’t 
have anything to do with these transactions. Well, he 
makes a fine trustee. He lets thousands of dollars slip 
through his fingers and merely ratifies it because Fannie 
Mittell is a good friend. Dr. Craig took the stand and 
said that he was in St. Louis at the time and he would 
have us believe that he was the man who negotiated this 
deal and thought it equitable and fair, and he did it all 
by long distance telephone. He did it by a tele- 
692 phone call from Mrs. Mittell and a couple of calls 
with Bob Highfield. 

Now, if that is the way to run a trust, I think this 
Court had better abandon its whole purpose in protecting 
charities and trusts and trust ‘ properties in the District 
of Columbia. I submit, Your Honor, that that is no way 
for a trustee to act, and we have produced evidence by 
Mr. Hair that Mr. Craig some years ago, namely, in 1950 
or ’51—the date is unimportant—admitted that he was not 
proud of his actions as a trustee. He didn’t act like a 
good business man. I think probably those statements by 
Mr. Craig were the truth. He could not be proud of his 
actions as a trustee under these circumstances. He tries to 
explain away those statements by saying he was ill, that he 
had had 50 transfusions. Your Honor, he told the truth 
when he told Mr. Hair he was not proud of his actions as 
a trustee. He told the truth when he said he had not acted 
as a prudent business man. 

A review of the record, Your Honor, I submit, is clear 
and convincing as to the fraud practiced upon this charity 
and, consequently, upon the unknown beneficiaries thereof. 

*#•#*** • * • 

720 The Court: The motion is denied. 

###*•#• •«* 

Mr. Denit: Mr. Highfield will take the stand. 


724 
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Thereupon, 

Robert T. Higbfield 

was recalled as a witness and, having previously been 
duly sworn, was examined and testified as follows: 

By Mr. Denit: 

Q. Mr. Higbfield, you were previously sworn as a wit¬ 
ness and called by the plaintiffs in this case? A. Yes, sir. 

Q. How old are you, Mr. Higbfield? A. I was 55 last 
September 3rd. 

Q. Have you lived in 'Washington all your life? A. All 
my life. 

Q. State to the Court your business experience. 
725 A. I made a notation of it because it involves a 
great many dates. In March, 1913, through March, 
1934, clerk and employee, or officer, of several Washing¬ 
ton, D. C. banks; 

August, 1920, to January, 192S, assistant cashier of 
Mount Vernon Savings Bank; 

January, 1928, to June, 1932, cashier of Mount Vernon 
Savings Bank; 

June, 1932 to March 5, 1934, vice president and cashier, 
as well as director, of Mount Vernon Savings Bank; 

March 5, 1934, to March 5, 1938, executive secretary of 
the Mount Vernon Liquidating Trust; 

March 5, 1938 to December 1944, secretary-treasurer of 
Mount Vernon Mortgage Corporation, and director; 

December, 1944, to date, president and treasurer and 
director of Mount Vernon Mortgage Corporation. 

Q. In addition to your activities in banking have you 
taken any active part in any other matters? A. Well, I 
was treasurer of the American Institute of Banking in 
1924 and I am a graduate of the American Institute of 
Banking. 

In 1939 I became a charter member of the D. C. Chapter 
of the Institute of Real Estate Management of the Na¬ 
tional Association of Real Estate Boards. 
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1939 to 1948, I was secretary-treasurer and vice presi¬ 
dent of the D. C. Chapter of the Institute of Real Estate 
Management. 

726 1948, I was president of the D. C. Chapter of the 
Institute of Real Estate Management. 

1949, I was elected and served as governing counselor 
of the National Organization of the Institute of Real Estate 
Management. 

1952 to 1953, I was regional vice president of the Insti¬ 
tute of Real Estate Management for Delaware, District 
of Columbia, Maryland, Pennsylvania, and West Virginia. 

In 1954 I was reelected to the governing council of the 
Institute of Real Estate Management, having declined 
election as regional vice president. 

Q. What was the relationship between the Mount Ver¬ 
non Savings Bank and the Mount Vernon Liquidating 
Trust? A. Mount Vernon Liquidating Trust was an out¬ 
growth of the closed Mount Vernon Savings Bank created 
for the purpose of liquidating the remaining assets of the 
bank which were classified at that time as unliquid and 
frozen, after the payment of 40 per cent cash dividend to 
all the depositors through the City Bank of Washington, 
which was organized and occupied the quarters of the old 
Mount Vernon Savings Bank on March 5, 1934. 

Q. What was the relation between the Mount Vernon 
Liquidating Trust and the Mount Vernon Mortgage Cor¬ 
poration? A. The Mount Vernon Liquidating Trust re¬ 
mained as such for four years during which time it 

727 was able to liquidate a loan of the R.F.C. to the 
Mount Vernon Savings Bank in the amount of 

$750,000 out of which the 40 per cent dividend to the 
depositors was paid. 

On March 5, 1938, with the written consent of over 90 
per cent of the 23,000 depositors who held claims against 
the Mount Vernon Savings Bank through the participating 
of the Mount Vernon Liquidating Trust, the Mount Ver¬ 
non Liquidating Trust was converted into a new corpo- 
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ration to conduct active business and become a going 
concern on March 5, 1938, with the assistance of the 
International Association of Machinists, who contributed 
assets to the value of $150,000 to furnish the common capital 
of the new corporation. Claims against the bank, unpaid 
claims, amounting to approximately $1,000,000, were ex¬ 
changed for three per cent cumulative preferred stock in 
the Mount Vernon Mortgage Corporation of the par value 
of $1.00 on each callable upon notice at par. 

Q. Who were the claimants whose claims were thus con¬ 
verted into preferred stock? A. Well, there were about 
20,500 school children depositors that were paid off, school 
savings funds, and about 2,500 other claimants, a large 
number of which were labor unions and members of or¬ 
ganized labor. 

Q. On what basis was preferred stock issued to them? 

A. Dollar for dollar, with an adjustment of the 
728 amounts less than a dollar in cash. 

Q. Did that preferred stock bear any fixed divi¬ 
dend rate? A. It was three per cent. It had three per cent 
dividend rate cumulative. 

Q. Now', w’hat did the Mount Vernon Mortgage Corpo¬ 
ration do with respect to that stock? A. Mount Vernon 
Mortgage Corporation offered in respect to the preferred 
stock? 

Q. Yes. A. Mount Vernon Mortgage Corporation even¬ 
tually paid it off in full, paid all of the holders the par 
value of the stock, I think 24 per cent interest over a 
period of years that the preferred stock v r as in existence, 
at the rate of three per cent a year. 

Q. So that as a result of the formation and management 
of the Mount Vernon Mortgage Corporation all depositors 
of the Mount Vernon Savings Bank w^ere paid in full? A. 
That is correct. 

Q. Plus interest at three percent? A. Yes. 

Q. What percentage of the stock of Mount Vernon Mort¬ 
gage Corporation did the International Association of 
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Machinists own? A. They owned 8,256 shares out 

729 of a total number of 10,000 shares. 

Mr. Stetson: May I inquire, Your Honor, what 
time Mr. Denit’s question referred to? 

The Court: Yes. 

By Mr. Denit: 

Q. State the period of time that ownership continued. 
A. That ownership continued from the inception of the 
Mount Vernon Mortgage Corporation up to September 11, 
1945. 

Q. Did the International Association of Machinists own 
the number of shares you have indicated all during the 
year 1941? A. Yes. 

Q. And all during the year 1943? A. Yes. 

Q. How many shares of the stock of Mount Vernon Mort¬ 
gage Corporation did you own between 1940 and 1944? A. 
21 shares. 

Q. Out of a total of 10,000 shares? A. Out of a total 
of 10,000. 

Q. Now, who was the president of the International 
Association of Machinists during the period 1940 to 1944? 
A. Arthur O. Wharton. 

Q. Who was the general secretary and treasurer of the 
International Association of Machinists during the period 
from January, 1940, through December of 1943? A. Em¬ 
mett C. Davison. 

730 Q. What, if any office did Mr. Davison hold in 
the Mount Vernon Mortgage Corporation? A. He 

was president and chairman of the board. 

Q. Was he active or inactive? A. Very active. 

Q. Did he attend meetings of the board of directors? 
A. Always, except wdien he was out of town or ill. 

Q. Where were the meetings of the board of directors 
held? A. In the office of the Mount Vernon Mortgage 
Corporation, I think it was room 211, Machinists Building, 
9th Street and Mount Vernon Place, Northwest. 
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Q. Where was Mr. Davison’s office? A. He was on the 
fourth floor of the same building. 

Q. In addition to Mr. Davison, who you say was presi¬ 
dent of the Mount Vernon Mortgage Corporation and 
chairman of the board of directors, who constituted the 
board of directors of the Mount Vernon Mortgage Corpo¬ 
ration? A. During what period? 

Q. 1940 through 1943? A. In 1940 Mr. Thomas E. Burke, 
who was general secretary treasurer of the Plumbers and 
Steamfitters International Union located in the Machinists 
Building; and the largest claimant against the bank for 
unpaid deposits was a member of the board of directors 
and assistant treasurer, I believe, of the Mount 

731 Vernon Mortgage Corporation; in addition to Mr. 
Davison who was president. The board also con¬ 
sisted of myself, who was secretary-treasurer of the corpo¬ 
ration; Doctor E. Flavelle Koss, who was assistant secre¬ 
tary-treasurer—assistant secretary, I believe, and a di¬ 
rector; and Mr. L. Harold Sothoron, who was a director 
and general counsel. 

Q. Do you know who caused you, Mr. Sothoron and Mr. 
Koss to be elected to the board of directors? A. The 
International Association of Machinists. 

• ••••••#** 

732 Q. Mr. Highfield, you were acquainted with the 
late Sherman Mittell, were you not? A. I was. 

Q. When did you first meet him and under what cir¬ 
cumstances? A. I previously testified to this and I’ll re¬ 
peat it. I met him the latter part of November, 1939. 

Q. And under what circumstances? A. Mr. Davison 
called me on the phone and sent me a note that same day. 
I can’t recall the date. It may have been November 28tli. 
I am not sure. I think it was. I have it on my notes there 
but I don’t think it’s necessary for me to refer to them. 

Said he was sending down from his office to mine a Mr. 
Abe Lincoln Mahoney with a note which he had written to 
me, one of these inter-office memoranda pads it proved 
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to be, and on the note he said, “Bob, This is Abe Lincoln 
Mahoney, a friend of mind,” or words to that effect, “list¬ 
en to his story and see what you can make of it,” or some¬ 
thing to that effect. I don’t know the exact words. I don’t 
have the note with me. It may be here in the courtroom, I 
don’t know. I don’t have it. I have seen it though since 
this suit was filed. 

So, Abe Lincoln Mahoney came down to see me 

733 and we talked briefly. He said he was in touch with 
some fellows that had an idea they wanted to build 

an office building at the northeast corner of Connecticut 
Avenue and “M” Street, Northwest, and at that time, it’s 
my recollection, and has been for a long time, he mentioned 
something about erecting the building in honor of the late 
Samuel H. Gompers, one of the early presidents of the 
American Confederation of Labor, who died in the twenties. 

He said that he would like to introduce me to the two 
principals in the movement to build this building and he 
called Mr. Mittell and I think Mr. Winn on the phone— 
yes, he did, and arranged for them to come in to see me 
that afternoon, which they did without Mr. Mahoney. 

They introduced themselves. It was the first time I had 
ever seen or heard of either one of them. So they talked 
briefly about what they wanted to do and the preliminary 
arrangements that they had already made in respect to it, 
and advised me that they had obtained a commitment from 
the R.F.C. for a construction loan of $1,500,000 and had 
obtained an informal commitment of a lease from the 
Rural Electrification Administration, the deputy admin¬ 
istrator of which had taken a large part in assisting in 
these commitments, because he had been assigned by the 
director of the Rural Electrification Administration to 
locate a building to house that agency and that is 

734 wffiy he wanted that building built so his agency could 
occupy it. 

Mr. Mittell and Mr. Winn also told me that the commit¬ 
ment from the R.F.C. was dependent upon someone of sub- 
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stance and financial responsibility to guarantee completion 
of the building and its occupancy by a tenant satisfactory 
to the R.F.C., and its occupancy 80 per cent full is one of 
the conditions of the guarantee; and that the R.F.C. had 
originally indicated to him that it would require a deposit 
of $500,000 by this guarantor as a surety that the guarantor 
could perform its obligation. 

I told them that I would be glad to make an appoint¬ 
ment with Mr. Sothoron the following day to discuss the 
matter with him and see what could be made out of it be¬ 
fore returning to our board of directors and reporting to 
Mr. Davison the result of our survey of the situation. 

I called Mr. Sothoron and made an appointment for Mr. 
Mittell and Mr. Winn and myself to go to his office the 
next day, which we did, and we continued the discussions. 
They were the circumstances under which I met Mr. Mit¬ 
tell. 

Q. Now, as a result of the discussions in Mr. Sothoron’s 
office what, if any, action was taken by the Mount Vernon 
Mortgage Corporation and when? A. In connection with 
the discussions the question naturally came up as to what 
Mount Vernon Mortgage Corporation would receive 
735 as a consideration for its guarantee if it entered the 
deal. Mittell and Winn—I don’t know which one— 
maybe both of them said, “Well, what do you expect? What 
do you want?” 

I told them I would not recommend the deal unless they 
agreed to give Mount Vernon Mortgage Corporation 50 
per cent of the entire capital stock of the Longfelow Build¬ 
ing Corporation amounting to 1,000 shares as considera¬ 
tion for its participation in the deal and the guarantee. 

Q. What did they say with respect to that? A. They 
said, “That will be all right. That will be all right.” 

Q. Now, thereafter did Mount Vernon Mortgage Corpo¬ 
ration through its board of directors take any action with 
reference to the matter? A. It did. After we verified— 
after Sothoron and I verified the statements made by Winn 
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and Mittell as far as we could, we went back to the board 
and reported our observation in the matter and recom¬ 
mended that we go into the deal. They approved it 
tentatively subject to further information. 

And on the day that the matter came up for formal 
action, I think it was in February, 1940, if I recall—I may 
be in error but I think it was in February, about February 
15, 1940—we were in the middle of a discussion of 

736 the matter on the basis that I have just outlined.— 

Q. Who are “we” that you are referring to! A. 
That is Mr. Thomas E. Burke, Mr. L. Harold Sbthoron, 
Doctor Koss, and myself, Mr. Davison having been absent 
in Florida attending a meeting of the Executive Council 
of the American Federation of Labor. 

During that discussion Miss Chase, who was Mr. Davi¬ 
son’s secretary, came down to our office and my secretary 
annnounced her and said she wanted to see me. Of course 
she was cordially invited to come into the meeting. She 
handed me a note on Mr. Davison’s memorandum pad, if 
I remember correctly, or Miss Chase’s or the International 
Association of Machinists’ inter-office memorandum, and 
she said that she had just talked with Mr. Davison over 
the telephone, or he called her or she called him, and that 
he ^wanted me and the other directors to know— 

Mr. Stetson: Objection, Your Honor, as to any further 
answer. I think it would be hearsay, hearsay on hearsay 
if I may say, Your Honor. Whatever Mr. Davison told 
Miss Chase and Miss Chase told this witness I think is 
the grossest sort of hearsay. 

The Court: Very well, the objection is sustained. 

Mr. Denit: What we were offering to show is what the 
board of directors of Mount Vernon Mortgage Corpora¬ 
tion did and why they did it at this meeting. 

737 The Court: Well, you may ask him if as a result 
of a mesage what action they took. 
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By Mr Denit: 

Q. All right, As a result of what Miss Chase told you, 
what action did the Mount Vernon Mortgage Corporation 
take’ A. They voted to go into the deal for a considera¬ 
tion from the National Home Library Foundation, the 
Longfellow Building Corporation, or whoever it was, 667 
shares of the capital stock of the Longfellow Building 
Corporation, with the understanding that Mount Vernon 
Mortgage Corporation would pay $5,000 in cash. 

Q. I show you the minute book of the Mount Vernon 
Mortgage Corporation and direct your attention to the 
minutes of a meeting of the board of directors held on 
"Wednesday, February 14, 1940, and ask you if that is the 
record of the meeting with respect to which you have 
testified? 

Mr. Fruit: May I ask the date? 

Mr. Denit: February 14, 1940. 

The Witness: Yes it is. There is my signature as secre¬ 
tary. 

By Mr. Denit: 

Q. Now, will you find, please, sir, the portion of the 
minutes which refer to the proposal with reference to the 
Longfellow Building Corporation. Do you have that before 
you? A. Yes, I have. 

• •###**•## 

738 Mr. Denit: They are not numbered, so I suggest 
the exhibit be marked Defendants’ 2-A, 2-B and 2-C. 

• •••#**•** 

Mr. Denit: We offer this in evidence. 

The Court: It is admitted. 

(Thereupon, the documents previously marked Defend¬ 
ants’ Exhibits 2-A, 2-B and 2-C for identification were 
received in evidence.) 
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743 Q. Now, after the adoption of the resolution you 
have read, was the agreement between Mount Ver¬ 
non Mortgage Corporation, Longfellow Building Corpora¬ 
tion and the National Home Library Foundation reduced 
to writing? A. It certainly was. 

• •*•*••**# 

744 (Thereupon, the document previously marked De¬ 
fendants’ Exhibit 3 for identification was received 

in evidence.) 

• •••*•••** 

748 Q. Now, Mr. Highfield, was there on the same 
day, namely April 2, 1940, an agreement executed 
between Longfellow Building Corporation and Mount Ver¬ 
non Mortgage Corporation with reference to this trans¬ 
action? A. That is my recollection. 

• •••*•*•#* 

Q. Are the papers which I now hand you, which have 
been marked Defendants’ Exhibits 4-A and 4-B, respective¬ 
ly, the agreement that was entered into between Mount 
Vernon and Longfellow? A. Yes, that is an agreement 
dated April 2, 1940, between Mount Vernon and Long¬ 
fellow. 

(Thereupon, the document previously marked Defend¬ 
ants’ Exhibit 4-A was received in evidence.) 

• •••*•••#* 

755 Q. Mr. Highfield, you have testified that Exhibit 
4-B is Schedule A referred to in Exhibit 4-A. 

Now, directing your attention to the collateral indicated 
in Exhibit 4-B, can you tell us whether or not that was 
readily marketable collateral? 

• •«•*•••** 

A. The bonds and the stock were readily marketable be¬ 
cause there is a market on the New York Stock Exchange 
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every moment of the hours of any business day where 

756 you can sell securities of that character. 

The Court: You mean these securities were on 
the New York Stock Exchange? 

The Witness: Some of them were. They had $97,000 
worth of value that were listed on the New York Stock 
Exchange. The rest consisted of individual first mortgages 
amounting to $51,500, which were marketable as mortgages 
are marketable. There is no market for them. You have to 
offer them to purchasers, you have to know people who are 
interested in buying them. You don’t have an established 
market for them. 

By Mr. Denit: 

Q. How were they secured? A. They were secured by 
first mortgages on individual homes. 

Q. Made on what margin with respect to the total value 
of the homes. A. 60 per cent. The others, amounting to 
$57,500, w-ere of a different character. They were on large 
residential properties, on vacant grounds, on a small apart¬ 
ment house, and a home outside the city of Washington in 
Virginia, and they probably were of a fifty per cent value. 

Q. In any event they were all acceptable by R.F.C. A. 
They were all acceptable by and were accepted by R.F.C. 
after they made their own independent appraisal of the 
collateral. 

757 The Court: The deed of trust notes that you had 
as collateral were not in default in any way? 

The Witness: In no manner, Your Honor. None of them 
were in default, they were all current. 

• •••*•••** 

758 Q. Mr. Highfield, was there an agreement be¬ 
tween Longfellow Building Corporation and the 

RFC Mortgage Company with reference to the payment 
of compensation to officers of the Longfellow Building 
Corporation executed in May of 1940? A. Yes. 

• *•••••••• 
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By Mr. Denit: 

Q. Is the paper marked Defendant’s Exhibit No. 5 a 
photostat copy of that agreement? A. Yes. 

Mr. Denit: We offer in evidence Defendant’s No. 5, be¬ 
ing an agreement between Longfellow Building Corpora¬ 
tion and RFC Mortgage Company, dated May 10, 1940. 
The Court: Admitted. 

(The document referred to, previously marked Defend¬ 
ant Mt. Vernon Mortgage Co. Exhibit No. 5 for identifica¬ 
tion, was received in evidence.) 

761 Q. While the matter is on my mind, Mr. High- 
field, may I inquire of you whether Mr. G. B. Wil¬ 
liams, who was then president of The RFC Mortgage 
Company, is now living or dead? A. He is dead. 

Q. Was there also an agreement between Longfellow 
Building Corporation and The RFC Mortgage Company 
with respect to leasing the property to a Government 
agency? A. Yes, sir. 

(The document referred to, previously marked Defend¬ 
ant Mt. Vernon Mortgage Co. Exhibit No. 6 for identifica¬ 
tion, was received in evidence.) 

764 By Mr. Denit: 

Q. Following the execution and delivery of the agree¬ 
ment marked Exhibit 6, was there a formal contract for 
the construction of the Longfellow Building entered into? 
A. Yes. 

********** 

Q. Now, attached to this document there is a page desig¬ 
nated Exhibit (B). A. Yes, sir. 

Q. Is that the proposed schedule of payments to be 
made to the contractor during the period of construction? 
A. Yes, sir. 
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Mr. Denit: I shall not read this document to the 

765 Court, hut I would like to invite Your Honor’s at¬ 
tention to the fact that it is between John McShain, 

Inc., a corporation under the laws of Delaware, referred 
to as the contractor, and Longfellow Building Corpora¬ 
tion, likewise a Delaware corporation, referred to in the 
agreement as the owner. 

It provides for the construction of the Longfellow 
Building, and the consideration is stated in Article 8. The 
schedule of payments to be made to the contractor during 
the period of construction are set forth on Exhibit (B), 
designated in the agreement. 

By Mr. Denit: 

Q. Now, Mr. Highfield, contemporaneously with the exe¬ 
cution and delivery of these three agreements, each dated 
May 10, 1940, and designated as Defendant’s Exhibits 5, 
6, and 7, were the papers designated as Plaintiffs’ Exhibits 
17 and 18 executed and delivered? A. They were executed 
and delivered. This dosen’t show it; this one does. 

Q. Exhibit 17 is the deed of trust securing the RFC loan 
of $1,500,000; is that correct? A. That is correct. 

****#**••• 

Q. Exhibit 18 is the agreement for the loan be- 

766 tween Longfellow Building Corporation and RFC 
Mortgage Company; is that correct? A. That is 

correct. 

#****#*••• 

767 Q. Mr. Highfield, do you know what amount of 

768 cash received from The RFC Mortgage Company 
was used for the purpose of paying for the land 

on which the building was to be constructed? A. I didn’t 
handle the transaction, but it is my recollection from the 
records I have examined that it was $275,000. 

Q. Now, the Longfellow Building was completed at ap¬ 
proximately what date? A. February 3, 1941. 
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Q. Was there a lease executed between the Longellow 
Building Corporation and the United States of America? 
A. There was. 

The Court: Do I understand that $92,500 was paid on 
the land from that $149,000? 

Mr. Denit: That is correct, $148,500. 

The Court: Well, then, that would be $92,500 plus 
$275,000? 

Mr. Denit: That is right, Your Honor, yes. The evi¬ 
dence will subsequently show that the cost of the land 
was approximately $370,000. 

The Court: Have you previously offered Exhibit No. 
7? 

Mr. Denit: Yes, Your Honor. 

The Court: The Clerk doesn’t have it marked and I 
don’t either. So it is admitted, in case it hasn’t already 
been. 

(The document previously marked Defendant Mt. Ver¬ 
non Mortgage Co. Exhibit No. 7 for identification was re¬ 
ceived in evidence.) 

769 (Photostatic copy of another document was 
marked Defendant Mt. Vernon Mortgage Co. Ex¬ 
hibit No. 8 for identification.) 

********** 

Q. Is the paper which has been marked Defendant’s 
Exhibit No. 8 the lease between the Longfellow Building 
Corporation and the United States? A. It is. 

********** 

(The lease referred to, previously marked Defendant 
Mt. Vernon Mortgage Co. Exhibit No. 8 for identification, 
was received in evidence.) 

********** 

770 Q. Was this lease, Defendant’s Exhibit No. 8, re¬ 
newed by the United States? A. Yes, sir. 

*##*«##*•• 
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(The document referred to, renewal of lease, previously 
marked Defendant Mt. Vernon Mortgage Co. Exhibit No. 
9 for identification, was received in evidence.) 

771 Mr. Denit: And the material portion of this docu¬ 
ment, if the Court please, is that it shows the United 

States elected to renew the lease for a period of one year 
from and after July 1, 1942, adopting the lease in all the 
terms and provisions thereof, for the period beginning 
July 1, 1942 and ending June 30, 1943. 

By Mr. Denit: 

Q. Mr. Highfield, pursuant to this lease and the renewal, 
was the United States Government in possession of the 
Longfellow Building during the year 1942 and the year 
1943? A. Yes, sir. 

Q. Now, directing your attention to the rent formula 
set out in the loan agreement or, rather, in the deed of 
trust, which is Plaintiffs’ Exhibit No. 17, and paragraph 
5(H), was any demand ever made by the United States 
for an adjustment of the rent that was paid during the 
period from February 3, 1941 to June 30, 1946? 

*••**##**• 

772 The Witness: The answer is, yes. 

By Mr. Denit: 

Q. Was that demand in writing? A. Yes, sir. 

********** 

Q. Look at the letter which has been marked Defend¬ 
ant’s Exhibit 10-B and tell us whether or not that is the 
demand that was made and whether what has been marked 
Defendant’s 10-A is the envelope, which is a photostat 
copy of the envelope, in which it was contained. 

********** 

773 The Witness: Yes, it is. 

********** 


(The envelope and letter referred to, previously marked 
Defendant Mt. Vernon Mortgage Co. Exhibits 10-A and 
10-B for identification, were received in evidence.) 

********** 

776 Q. Was a reply made to the letter just read from 
the General Services Administration? A. There 

was. 

********** 

Q. Is what has been marked Defendant’s Exhibit 

777 No. 11 a photostat copy of the reply that was made? 
A. Yes, sir, that is it. 

********** 

(The document previously marked Defendant Mt. Ver¬ 
non Mortgage Co. Exhibit No. 11 for identification was 
received in evidence.) 

• •*****••• 

779 Q. And was that check duly paid through the bank 
of the Longfellow Building Corporation? A. Yes, 

sir. 

Q. Mr. Highfield, subsequent to February 3, 1941, was 
there an examination of the books and records of the Long¬ 
fellow Building Corporation made by the Bureau of In¬ 
ternal Revenue with respect to income tax returns filed? 
A. Yes, sir. 

Mr. Stetson: Your Honor, the same objection as to this 
line of questioning as applied to the refund of the alleged 
overcharge of rent. 

The Court: What is the purpose now of this, Mr. Denit? 
Mr. Denit: The purpose of this line of examination is 
to show that the Internal Revenue Bureau examined the 
books and records of the Longfellow Building Cor- 

780 tion and determined that in the records reflecting 
the cost of the Longfellow Building there had been 

included approximately $249,000 which did not go into 
the building but was represented by watered stock. 


The Court: Was this gone into all for the purpose of 
rent or income or- 

Mr. Denit: This was gone into for the purpose of ad¬ 
justing the income tax liability of the corporation, and re¬ 
sulted in a deficiency assessment on account of it. 

Mr. Stetson: Your Honor, may I ask for what period! 
The Court: Yes. 

Mr. Stetson: Of counsel, Mr. Denit. 

Mr. Denit: The witness could tell you better. 

Mr. Stetson: Mr. Denit holds the papers. 

By Mr. Denit: 

Q. Do you know what period the examination covered! 
A. I have previously testified, and in response to, I think, 
a question from you, Your Honor, I explained that the 
reason it didn’t go back to cover the period that is now 
in question was because of the statute of limitations. 

Mr. Stetson: Objection. It is not responsive. 

By Mr. Denit: 

Q. Just tell us what it covered, not what it didn’t cover. 
A. I think it covered from ’47 through ’50—wait a 

781 minute—more than that. 

Mr. Stetson: Your Honor, I fail to see the rele¬ 
vancy of any testimony concerning negotiations between 
Longfellow Building Corporation and the Bureau of In¬ 
ternal Revenue. 

*•#*#*#### 

Mr. Denit: Our reply to that is that the experts used a 
book value for the land and the building and testified that 
the book value reflected showed the stock to have a given 
price or value per share. The result of the examination 
made by another department of the United States was to 
throw out of the building cost and the land cost what they 
determined to be pure water. The land was rewritten at 
a value of $540,000 odd, whereas it cost $180—. The build¬ 
ing cost reflected bonus stock, for which there was 

782 not a dime paid, including 300 shares of stock that 
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the National Home Library Foundation acquired for 
services in connection with putting this transaction 
together. 

We are showing, No. 1, that one arm of the Government 
is claiming one thing, another arm of the Government is 
collecting taxes on another basis, and we are showing what 
the real truth was at the time this stock was acquired as 
reflecting upon its value then, if the Court please. 

The Court: Then, meaning when? 

Mr. Denit: 1943 and 1940. 

The Court: This examination goes back to what period? 
Mr. Denit: This examination goes back to the forma¬ 
tion of the Longfellow Building Corporation, the acquisi¬ 
tion of the land and the building of the building. 

********** 

783 The Court: Well, this is a case that seems to be 
all mixed up with a rent formula that was based 

on certain things. I suppose that that gives the relevancy 
to these figures. I will overrule the objection. 

********** 

The Court: I would like to find out before we adjourn 
here—you were asking him, you said after February 3, 
1941, was there an examination by the Bureau. 

Mr. Denit: Yes. 

The Court: And you said that there was an examina¬ 
tion and that it came along when, Mr. Highfield? 

784 The Witness: I think it came in ’51; I think it 
was in ’51, the latter part of ’51 or the early part 

of ’52, I think. 

The Court: Was it before this request for the $46,000 
or afterwards? 

The Witness: I can’t say. I have the records here. I 
can refresh my memory from the records. I don’t have 
it on the table here, but I have the records here. If you 
will permit me to refer to them, I can give you an accu¬ 
rate answer. 

##*##*###• 
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785 Q. Did yon receive a report in writing from the 
agent concerning the examination? A. Yes, sir. 

• ••••••••• 

By Mr. Denit: 

Q. Is the paper, which has been marked Defendants’ 
Exhibit No. 12, report received concerning the Reve- 

786 nue Agent’s examination? A. That is true, yes. 

788 (Thereupon, the document previously marked De¬ 
fendant’s Exhibit No. 12 for identification was re¬ 
ceived in evidence.) 

• •*#•*•••• 

791 Q. Now, after the receipt of this report did the 
officers of Longfellow Building Corporation make an 

examination to determine the accuracy of the overstate¬ 
ment in building costs amounting to $259,500? A. They 
did. 

Q. And after determining that, what did they do with 
respect to the payment of deficiency in tax? A. They paid 
$34,617.18 by letter dated May 9, 1951, addressed to In¬ 
ternal Revenue Agent in Charge, Baltimore Division, In¬ 
ternal Revenue Service, 104 West Baltimore Street, Balti¬ 
more 1, Maryland. They enclosed a check for that amount 
in this letter. 

• ••••••••• 

792 Q. I show you what has been marked Defendants* 
Exhibit No. 13 and ask you whether that is the 

check transmitting payment of the deficiency tax? A. Yes, 
sir. 

• •***••••• 

(Thereupon, the document previously marked Defend¬ 
ants’ Exhibit No. 13 for identification was received in evi¬ 
dence.) 
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793 (Thereupon, the document previously marked De¬ 
fendants’ Exhibit No. 14 for identification was re¬ 
ceived in evidence.) 

###**##*#• 

Q. Now, Mr. jHighfield, did Mount Vernon Mortgage 
Corporation advance to Longfellow Building Corporation 
any money for the construction of the Longfellow Building 
after May 10, 1940? A. Yes, sir. 

Q. "Were those advances in the form of checks? A. Yes. 
Q. Do you have those checks with you today? A. I 
believe so, yes, sir. 

Q. At the time of these advances did the Longfellow 
Building Corporation execute any form of note or other 
evidence of debt to Mount Vernon Mortgage Corporation? 
A. Yes, sir. 

Q. What was the form used? A. A series of demand 
notes bearing different dates corresponding to the dates 
of the advances. 

Q. And did Longfellow Building Corporation receive 
anything in the way of security for these several notes? 
A. They received a pledge under a pledge agreement of 
a note for $250,000 secured by a second deed of trust on 
the Longfellow Building. 

794 Q. Was the pledge agreement in writing? A. 
Yes, sir. 

#***###*•• 

Q. I show you 13 notes, which are marked Defendants’ 
Exhibits Nos. 15-A to 15-M, inclusive, and ask you whether 
or not those are notes given by Longfellow Building Cor¬ 
poration to Mount Vernon Mortgage Corporation for ad¬ 
vances for the construction of the Longfellow Building? 
A. Yes, sir. 

*#*##**#** 

(Thereupon, the documents previously marked Defend¬ 
ants’ Exhibits Nos. 15-A to 15-M, inclusive, for identifica¬ 
tion were received in evidence.) 

*#***##*## 
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Q. I show you a paper, which is marked Defend- 

795 ants’ Exhibit No. 16, and ask you whether or not 
that is the pledge agreement executed by Longfel¬ 
low Building Corporation with respect to these notes? A. 
Yes, sir. 

********** 

(Thereupon, the Pledge Agreement of Longfellow Build¬ 
ing Corporation previously marked Defendants’ Exhibit 
No. 16 for identification was received in evidence.) 

********** 

Q. I show you a deed of trust, marked Defendants’ Ex¬ 
hibit No. 17, and ask you whether or not that is the deed 
of trust executed by Longfellow Building Corporation to 
secure the payment of the note, which is marked Defend¬ 
ants’ Exhibit No. 18, being part of the collateral referred 
to in the pledge agreement? A. Yes, sir. 
********** 

796 (Thereupon, the Deed of Trust and the Note previ¬ 
ously marked Defendants’ Exhibits Nos. 17 and 18 

for identification, respectively, were received in evidence.) 

********** 

Q. Mr. Highfield, have you computed the amount of dol¬ 
lars evidenced by these 13 notes? A. Yes, sir. 

Q. What is the aggregate total amount? A. $139,032.21. 
Q. Does that represent the sum of money advanced by 
Mount Vernon Mortgage Corporation to Longfellow Build¬ 
ing Corporation to complete the Longfellow Building? A. 
That is true. 

Q. Now, directing your attention, sir, to the winter of 
1942, did you have any conversation with any one of the 
three trustees of the Home Library Foundation with re¬ 
spect to the stock which the Foundation held in the Long¬ 
fellow Building Corporation? A. Yes, sir. 

Q. Will you state when, where, and with whom? A. 
I previously testified that on December 27, 1942, Mrs. 
Highfield and I, at the request of Mrs. Mittell who was 
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then a trustee of the National Home Library Foundation, 
visited her home. And, as I said before, she was 

797 in a very overwrought condition, crying, and so 
forth and so on. 

She asked me what she was going to do, that she had 
the National Home Library Foundation which could no 
longer function due to the fact that they were over¬ 
whelmed with debt. She had a small baby—I think it was 
then about a year old. They were without funds. They 
were without any prospect of funds. They had on hand 
some hundreds of thousands of books, which they had 
caused to be published by other firms and on which they 
owed a large sum of money including other large sums 
of money or money borrowed. 

I asked her if she could recall the items of debt and 
she said yes and she told me what they were. I made no 
written record of those debts but I remember them be¬ 
cause they were so few in number. One was to Frank R. 
Jelleff and I think it was either $3,000 or $3,500 for money 
loaned the Foundation. One was for approximately 
$11,000 to a publishing firm in Philadelphia for books 
which had been published and received by the Founda¬ 
tion and were then in storage but had not been sold. 

Q. Do you mean published or printed? A. Printed, I 
mean, pardon me. 

And $12,000 owing to Mount Vernon Mortgage Corpora¬ 
tion on a note dated January 15, 1952, payable one year 
after date and secured by 933 shares of the capital stock 
of the Longfellow Building Corporation. 

798 She also said that she had a claim against the 
Foundation, which she didn’t think necessary to con¬ 
sider as being urgent, of some several thousand dollars 
for services rendered, unpaid wages or salaries or what¬ 
ever you may call it, and also a claim for some unpaid rent i 
for premises occupied by the Foundation—and there was 
some period. 

I totaled up the necessitous debts, as she described them j 
to me, and they seemed to add up to be about $26,000 or j 
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$27,000. So I said, “Fannie, you know very well that I 
couldn’t recommend that the Mortgage Company loan you 
any more money because you have no prospect of ever 
paying it.” 

She said, “Well, can’t you go back to your board of 
directors”—or—“go to your board of directors and tell 
them the situation and try to convince them that they 
should buy the stock and give this Foundation an honor¬ 
able burial, a price sufficient to pay these debts?” 

I said, “Yes, I will try to do that,” which T did at some 
time between that date and January 15. 

Q. During that conversation did you say anything to 
Mrs. Mittell with reference to what you considered to be 
the value of that stock? A. I did not. 

Q. Did she ask you what you thought was the value of 
the stock? A. She did not. 

799 Q. Did Mr. Sothoron make any statement about 
the value of the stock to Mrs. Mittell? A. Not that 
I know of. He wasn’t present at that time. 

Q. Who was present at the time of this conversation 
you just referred to? A. Mrs. Highfield and myself. 

Q. At any time after that— A. Let me correct that. 
I don’t think Mrs. Highfield was present when Fannie dis¬ 
cussed these matters because she was, I think, looking at 
the baby or looking at the Christmas tree or something— 
I don’t know what—because she wouldn’t encroach on a 
conversation of that kind. I mean she was not concerned 
with it. 

Q. After that conversation did you ever make any state¬ 
ment to Mrs. Mittell about what you considered to be the 
value of the stock which the Foundation held in the Long¬ 
fellow Building Corporation? A. I did not make any men¬ 
tion to Mrs. Mittell as to my opinion or our opinion of 
the value of the stock. I told her the price we had agreed 
to pay for it. 

Q. What was that price? A. It was $25,000 at the rate 
of $30 a share for 833 shares. 
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Q. That price was not accepted by the trustees, 

800 however, was it? A. No. She said she would con¬ 
sider it and then talk to her fellow trustees about it 

and let me know. 

Q. When did you next talk to her and where? A. Well,my 
recollection of it, contrary to hers, as I explained before, 
is that I didn’t see her any more until January 19, 1943, 
when my memory serves me to the fact that she called— 
came into my office and received the Mortgage Company’s 
check of the proceeds of the stock transaction, and the 
canceled note which was formerly secured by the stock. 

Q. Now, between the time you talked to Mrs. Mittell 
first, which you said was in December, and January 19, 
1943, did you talk to any of the other trustees of the 
Foundation and if so with whom and when? A. Well, 
several days—I don’t know how many days—prior to 
January 15, or sometime between the first business day 
after New Year’s, 1943, and January 15, sometime in be¬ 
tween there, I had several conversations with Mr. Robert 
B. Craig who telephoned me from St. Louis initially. Each 
time he would talk to me from St. Louis. 

Q. I didn’t hear the last thing you said? A. I said he 
called me from St. Louis several times. 

Q. Tell us, as nearly as you can recollect, what was 
said in these conversations with Mr. Craig? A. Mr. Craig 
said that Mrs. Mittell had told him of the offer on the 
part of the Mount Vernon Mortgage Corporation to 

801 purchase 833 shares of the 933 shares pledged as 
collateral for the Foundation’s loan of $12,000 for 

a price of $30.00 per share or a total price of $25,000. 
And he then said that he had gone over the debts and that 
was not enough to pay them all, liquidate the Foundation 
and terminate its existence, which was the desire of all 
the trustees to do due to the reasons as expressed to me 
by Mrs. Mittell, which he repeated. 

He asked me if I would not go back to the board of 
directors and endeavor to have them agree to raise their 
offering price from $30 a share to $33.50 per share. 
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I told him that I didn’t think I was justified in doing 
that because two members of our board had declared 
against the wisdom and desirability of purchasing this 
stock. 

Q. Did you tell him which two members they were? A. 
No, I did not, frankly—and that I was in a rather delicate 
position, that I didn’t care to go back and urge some¬ 
thing which had already been disapproved by two of the 
members of the board of directors of four men. I sug¬ 
gested to him why didn’t he try to sell the stock through 
other sources rather than embarrass me to that extent. 

Q. He said no, he said, that the trustees had concluded 
to terminate the Foundation as soon as they could pay 
the debts and that he did not want to take any more time 
or make any further inquiries because he thought if he 
did and failed that the Mount Vernon Mortgage 

802 Corporation would withdraw their offer and he 
thought it was a Godsend, if we were willing to do 

that. 

Well, I said, “under those conditions I will go back and 
talk to the board,” which I did. And after considerable 
discussion and at almost the direction of Mr. Davison, 
who was president of the corporation, it was decided to 
raise the bid to $33.50 per share, or something in the 
neighborhood of $29,000. 

That transaction was communicated to Fannie Mittell 
and confirmed, I suppose, by Mr. Craig—I don’t know 
how or what or by what method—and, as I stated before, 
the deal was consummated on January 19, 1943, by the can¬ 
cellation of the note after the principal interest had been 
deducted from the proceeds of the stock sale or purchase, 
and the return to the National Home Library Foundation 
of the remaining 100 shares of capital stock of the Long¬ 
fellow Building Corporation. 

#•***•#*•• 

803 Q. Now, Mr. Highfield, was the action of the 
board of directors of Mt. Vernon Mortgage Corpo- 
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ration in resolving to purchase these 833 shares formal¬ 
ized in any way? A. Yes, sir. 

Q. Look at what has been marked Defendant’s Exhibit 
No. 19 and tell us whether that is a photostat copy of a 
record of the formal action taken. A. Yes, sir. 

Q. Whose signatures do they purport to be on that 
copy? A. The four directors of the Mt. Vernon Mortgage 
Corporation. 

Q. Can you identify them as the signatures of the direc¬ 
tors? A. The first signature is E. C. Davison, president 
and director; the second is Robert T. Highfield, secretary 
and treasurer and director; the third is L. Harold Sotho- 
ron, vice-president and director, and the fourth is E. Fla- 
vell Koss, vice-president and director, comprising the 
whole board of directors. 

##**#**#*• 

804 (The document previously marked Defendant Mt. 
Vernon Mortgage Co. Exhibit 19 for identification 

was received in evidence.) 

**#*•#*•*• 

Q. Now, you told us that your recollection is that when 
the sale was consummated, there was delivered to the 
National Home Library Foundation, through Mrs. Mittell, 
a check for $15,163.50, which is in evidence now as De¬ 
fendant’s Exhibit No. 1; is that correct? A. Yes, sir. 

Q. Was that check in the form of what is generally 
known as a voucher check? A. Yes, sir. 

Q. Was there a portion of the check below the signatures 
and the perforation? A. Yes, sir. 

Q. Look at the paper which has been marked Defend¬ 
ant’s Exhibit No. 21 and tell us whether or not that is 
a photostat of the check as it was actually issued, with the 

voucher enumeration under the signatures. A. Yes, sir. 

«**#****•• 

805 (Photostatic copy of the check referred to, previ¬ 
ously marked Defendant Mt. Vernon Mortgage Co. 

Exhibit No. 21 for identification was received in evidence.) 

*•**#*•«#• 


i 
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(Defendant Mt. Vernon Mortgage Co. Exhibits 17 and 
18, referred to above, were previously received in evi¬ 
dence.) 

********** 

806 (Sheet from note receivable ledger of Mt. Vernon 
Mortgage Corporation, previously marked Defend¬ 
ant Mt. Vernon Mortgage Co. Exhibit No. 20 for identifi¬ 
cation, was received in evidence.) 

«•**#*#### 

807 Q. In addition to the collateral, was anything else 
delivered to Mrs. Caminita at that time? A. In ad¬ 
dition to the collateral? 

Q. Yes. A. The 833 shares of the collateral were re¬ 
tained by the Mt. Vernon Mortgage Corporation and 100 
shares of stock of the Longfellow Building Corporation 
were returned to Mrs. Mittell in the form of a stock cer¬ 
tificate made out to National Home Library Foundation. 

Q. Was anything else delivered to her besides the stock 
certificate? A. The cancelled note. 

********** 

By Mr. Magee: 

808 Q. Mr. Highfield, as I understood it, you testi¬ 
fied that the control of the Mt. Vernon Corporation 

through stock ownership in the period from 1940 through 
1943 was in a labor union; is that correct, sir? A. It was 
in the name of Grand Lodge International Association of 
Machinists. 

Q. And by control, did they own a majority of the shares 
outstanding? A. They owned 8,256 shares out of the 
10,000 shares outstanding. 

Q. And during that period of time, you had only 21 
shares, was it? A. That is true. 

Q. Isn’t it true that Mr. Sothoron didn’t own any shares 
of Mt. Vernon at all during that period? A. That is true. 
Q. Do you know how many shares were in the name of 
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Mr. Koss, the other defendant named in this action? A. 
My recollection is that he held 24 shares. 

Q. So the total number of shares that you gentlemen 
held was under 50? A. 45, to be exact. 

Q. When did the Machinists Union sell their control in 
the Mt. Vernon Mortgage Corporation? A. On Septem¬ 
ber 11, 1945. 

809 Q. Did I understand when you were on the stand 
the other day that you mentioned the fact that you 

bought some of the union shares of stock in Mt. Vernon, 
Mr. Highfield? A. Personally? 

Q. Yes, sir. A. Yes, sir. 

Q. Had you known there was any question concerning 
the title of the Longfellow Building Corporation stock 
which was then in the name of the Mt. Vernon Mortgage 
Corporation, would you have purchased that stock? 

Mr. Stetson: Objection, Your Honor. That is specula¬ 
tive. 

The Court: Will you read the question, please? 
(Question read.) 

The Court: What is your objection? 

Mr. Stetson: It calls for a speculation on the part of 
the witness, which I don’t think is competent evidence, 
Your Honor. 

The Court: The objection is sustained. 

Mr. Magee, are you examining this witness as if he is 
a hostile witness to you? This witness is on the same 
side that your client is on. 

Mr. Magee: That is quite true, Your Honor, but this is 
a defendant. Each party has the right to cross-examine 
a witness called by any other party to the action. I don’t 
know of any limitation on that right, Your Honor. 

810 I did not call this witness. 

The Court: You didn’t call this witness, but this 
is a defense witness. 

Mr. Magee: This witness is here in his own defense, 
as I understand it. He was a member of the Foundation. 
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You see, I represent the Foundation and represent Mrs. 
Mittell in this action. I think I have the right to cross- 
examine this witness to bring out the facts as we under¬ 
stand they existed. 

The Court: I think you have the right to examine him, 
but I doubt whether you have any right to cross-examine 
him. 

Mr. Magee: I respectfully submit that I do, but in light 
of Your Honor’s ruling, I will not cross-examine him and 
will ask him questions, then, in conformity with Your 
Honor’s ruling. 

********** 
By Mr. Magee: 

Q. You have testified, Mr. Highfield, on examination 
here that you had a conversation with Mr. Mahoney and 
then with Mr. Mittell and Mr. IVinn in November of 1939; 
is that correct, sir? A. That is correct. 

Q. Did I understand your testimony to be that these 
gentlemen advised you that in order to build this Long¬ 
fellow Building which they described to you, they needed 
a guarantee from a financially responsible before 
811 they could get the RFC loan executed? A. That 
is what they said. 

Q. Now, you mentioned that in the discussion with your 
board, when you took this matter of entering into this 
arrangement of guarantee with the gentlemen who were 
interested in constructing the Longfellow Building, that 
a Mr. Burke was a member of your board at that time. 
A. That is right. 

Q. Did he participate in these discussions? A. Every 
one of them. 

Q. Is Mr. Burke alive today? A. He is not. 

********** 

813 The Court: Your objection to the question as to 
when the Foundation first obtained stock? 

Mt. Stetson: I say, the stock book speaks for itself. 
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The Court: Do you have any independent knowledge on 
the subject? 

The Witness: No, I do not. 

The Court: I think I will sustain the objection. 

Mr. Magee: Then, Your Honor, I ask Your Honor to 
notice this. This exhibit is already in evidence, and this 
could be checked by counsel, if they would like to look at 
it, that the stock was issued in this fashion: 

Stock certificate No. 1 gave 3 shares to Sherman F. 
Mittell. 

Stock certificate No. 2 gave 200 shares to Sherman F. 
Mittell. 

Stock certificate No. 4 gave 100 shares to Sherman F. 
Mittell. 

Stock certificate No. 5 gave 100 shares to Sherman F. 
Mittell. 

Stock certificate No. 6 gave 100 shares to Sherman F. 
Mittell. 

814 Stock certificate No. 7 gave 50 shares to Sherman 
F. Mittell. 

Stock certificate No. 14 gave 100 shares to Sherman F. 
Mittell. 

Stock certificate No. 8 gave 200 shares to Roy S. Thur¬ 
man. 

Stock certificate No. 9 gave 200 shares to Roy S. Thur¬ 
man. 

Stock certificate No. 10 gave 100 shares to Roy S. Thur¬ 
man. 

Stock certificate No. 11 gave 100 shares to Roy S. Thur¬ 
man. 

Stock certificate No. 12 gave 100 shares to Roy S. Thur¬ 
man. 

Stock certificate No. 13 gave 50 shares to Roy S. Thur¬ 
man. 

Stock certificate No. 15 gave 100 shares to Roy S. Thur¬ 
man. 
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And then stock certificates Nos. 17 and 18, for 15 shares 
each, were issued in the name of William Lescaze, and that 
was the entire original stock issue of this corporation. 

So that in that issue, Roy S. Thurman owned as of April 
1, 1940, 850 shares of stock, and there had been issued 853 
shares of stock to Sherman F. Mittell, and William Lescaze 
had 30 shares.' 

The Court: May I have the book, please ? 

WTiat is it that you have there, that the 100 shares were 
issued to Mr. Winn? 

Mr. Magee: No, I haven’t mentioned Mr. Winn, Your 
Honor. That comes in later. He was not in the original 
issue at all. 

The Court: What was the last name you mentioned ? 

Mr. Magee: I gave William Lescaze, 17 and 18. Ulti¬ 
mately, stock certificate 13, which was to Roy S. 
815 Thurman, became 16, and then became the prop¬ 
erty thereafter of Mr. Winn, if that is what counsel 
is asking. 

The Court: All right, go ahead. 

By Mr. Magee: 

Q. Now, as I understood it, your board voted to pay 
$5,000 in connection with this guarantee agreement for 
667 shares of stock; is that correct, sir? A. Yes, sir. 

Q. Now, do you know how the Foundation acquired 600 
of the shares of stock that they were agreeing to sell to 
you for $5,000? A. I have an understanding of it. 

Q. What is your understanding of how that stock was 
acquired by the Foundation? A. Part of the stock was 
purchased by Mittell from Roy S. Thurman. 

Mr. Magee: Your Honor, at this time I would like to 
offer in evidence, which has been identified by the pre¬ 
trial Judge, subject only to relevancy, an agreement of 
April 1, 1940, between the National Home Library Foun¬ 
dation and Roy S. Thurman, and I would like to read 
it, Your Honor, at this time, if T might. 
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The Court: Will you show it to the other side? 

Mr. Magee: The initials of the pre-trial Judge are on 
the back, Your Honor. 

********** 

816 The Court: What is the purpose of this? 

Mr. Magee: Your Honor, this will show that on 
April 1, 1940, Roy S. Thurman, the owner of 850 shares 
of stock of the Longfellow Building Corporation, sold that 
stock—the owner of 850 shares relinquished and sold back 
to the Foundation 650 of those shares for $5,000, which 
also included therein a claim for services rendered and 
for moneys which he had advanced on behalf of the Foun¬ 
dation, and that is the stock which the very next day 'was 
involved in the guarantee agreement and was sold for 
$5,000. 

The Court: I will overrule the objection. It is admitted. 

(Defendant Mittell Exhibit No. 1, previously marked for 
identification, was received in evidence.) 
********** 

821 Q. Now, Mr. Highfield, did the Mt. Vernon Mort¬ 
gage Corporation make this loan of $8,000 to ef¬ 
fectuate this agreement? A. They did. 

The Court: Is that part of the $12,000? 

The Witness: No; this is before that. 

Mr. Magee: This is in 1940, Your Honor. 
********** 

Q. Mr. Highfield, as I understand, you have testified 
that this original value which was placed on the build¬ 
ing and which appeared on the books of the company was 
thereafter adjusted for the land and buildings, was there¬ 
after adjusted by both the General Services Administra¬ 
tion and the Bureau of Internal Revenue; is that correct, 
sir? A. Yes, sir. 

Q. Now, I show you Plaintiff’s Exhibit 8, which is a 
computation of so-called book values derived from your 
books, and ask you whether or not the computation as now 
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determined by the Bureau and the General Services Ad¬ 
ministration changes the hook value of the land and build¬ 
ings, as shown in that statement? 

Mr. Stetson: Objection, Your Honor. That calls for a 
conclusion of the witness. The exhibit speaks for itself. 
Mr. Magee: This exhibit was placed in evidence, 

822 Your Honor, to show book value, and it is based 
on this value which the Government has now reduced 

by in excess of two hundred and some thousand dollars 
the land value, and this book value per share is pitched 
on an equity of $545,000. 

The Court: I don’t recall that this witness has ever said 
that that was the book value. 

Mr. Magee: No, he never has. 

By Mr. Magee: 

Q. But did you hear Mr. Hair testify as to book value, 
Mr. Highfield? 

The Court: Just a minute. Read the question please, 
Mr. Reporter. 

(Question read.) 

The Court: I will sustain the objection to that. 

Mr. Magee: I offer to prove through this witness, may 
it please the Court, that it would change the book value 
and that it would reduce it by both the figure which was 
disallowed as an excessive rate for depreciation and also 
by the adjusted equity value, which the General Services 
Administration used to readjust the rent. 

By Mr. Magee: 

Q. Mr. Highfield, I understood you to testify that when 
you had your conversation with the then Mrs. Mittell— 
I think it was in December of 1942—that she mentioned 
to you that there were, besides the loan owed to 

823 your corporation, debts owed to Frank R. Jelleff 
and to the H. Wolff Book Manufacturing Company, 

Inc.; is that correct, sir? A. That is right. 
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Mr. Magee: At this time, Your Honor, I offer in evi¬ 
dence as MittelPs Exhibit No. 2- 

The Court: You are offering it as MittelPs Exhibit No. 
2 what? 

Mr. Magee: Well, it is just MittelPs Exhibit No. 2. 
I have another one that I am going to have numbered as 
3, Your Honor. 

The Court: It hasn’t been identified yet. 

Mr. Magee: No, ma’am. 

Would you mark this one as 3? 

(The document referred to was marked MittelPs Ex¬ 
hibit No. 3 for identification.) 

Mr. Magee: At this time, Your Honor, I would like to 
offer in evidence- 

The Court: Just one moment, please, Mr. Magee. 

Mr. Magee, this first exhibit that you had, that agree¬ 
ment, you didn’t formally offer that, did you? 

Mr. Magee: Yes; Your Honor received it and I read it 
in evidence. 

The Court: It is admitted. 

Mr. Magee: Your Honor, I would like to offer in evidence 
Defendant’s Exhibit No. 2, which has been initialed, 
824 MittelPs Exhibit No. 2, which has been initialed by 
the pre-trial Judge and exhibited to counsel. It is 
a bill of the H. Wolff Book Manufacturing Company to 
the National Home Library. 

The Court: Is there any objection? 

Mr. Stetson: Yes, Your Honor. We object to Mr. Magee 
using this witness to put on his case in this respect. 

The Court: Nobody has identified this at all. I don’t 
know what the pre-trial statement says. May I see the 
jacket ? 

Mr. Magee: It states that documents initialed by the 
pre-trial Judge may be introduced without formal proof. 

Mr. Stetson: Subject to the usual objections of rele¬ 
vancy. 

Mr. Magee: Right. 

Mr. Stetson: And competency. 
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The Court: "Where is it referred to? 

Mr. Magee: The stipulations, Your Honor; the very 
first page, Your Honor, papers initialed by the pre-trial 
Judge—the very last sentence of the pre-trial order: 
Documents may be received in evidence without formal 
proof, subject to relevancy and competency. 

Mr. Stetson: Your Honor, these exhibits that Mr. Magee 
is attempting to get in evidence do not speak as of the 
time that we are here concerned with. These exhibits 
are not competent of any material issues here involved. 

Mr. Magee: May it please the Court, the testimony is 
that Mr. Mittell died in the middle of 1942. These 
825 were statements of bills which were sent to him in 
April and May of 1942, one going all the way back 
to 1941. They are the Jelleff bill and the Wolff bill which 
have been testified to at length in evidence. 

Mr. Stetson: May I ask- 

The Court: Just a minute. I don’t find any provision 
about this in this pre-trial order. You said it was in the 
first paragraph. 

Mr. Magee: The very first page, the last paragraph, 
starting with stipulations. 

The Court: Well, you find it. 

Mr. Magee: That is, of the order itself, Your Honor— 
this one (indicating). 

The Court: Now, you claim that it is not relevant or 
not competent? 

Mr. Stetson: Both. 

The Court: Apparently that is what you have agreed 
on, subject to objection as to relevancy and competency. 
I don’t know what this is. It hasn’t been identified in 
any way except you say it is a bill of some kind. 

Mr. Stetson: Your Honor, I think that the only purpose 
of these bills would be to impeach Mrs. Mittell’s testi¬ 
mony of the other day that nobody was pressing her on 
her debts, and if Mr. Magee wishes to impeach his client, 
that is all right by us, but I don’t think they go 
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826 to any evidence of anything further than impeach¬ 
ment. 

Mr. Magee: Not impeachment at all. She has testified 
that $11,500 was owed by the National Home Library to 
H. Wolff Book Manufacturing Company and that over 
$3,000 was owed to Mr. Jelleff. Here are the bills which 
are in the file. 

The Court: Are they about those two bills? 

Mr. Magee: Yes, Your Honor, those identical bills, in 
these amounts. 

The Court: Well, admitted. 

(The documents referred to were marked Defendant 
Mittell’s Exhibits Nos. 2 and 3 for identification and re¬ 
ceived in evidence.) 

Mr. Magee: One, Your Honor, Defendant Mittell’s Ex¬ 
hibit No. 2, I will just describe it as a bill of the H. Wolff 
Book Manufacturing Company, Inc. to the National Home 
Library, under date of April 1, 1942, which says, past due 
balance $11,508.11. 

Mr. Fruit: Would you read the date of that into the 
record ? 

Mr. Magee: April 1, 1942. 

The other one is dated back in May of 1941, from Frank 
R. Jelleff to Mr. Sherman Mittell, National Home Library 
Foundation; balance, it says, 3104, Your Honor. 

The Court: That was before Mr. Mittell died, wasn’t it? 

Mr. Magee: Surely. These bills were owed at his death, 
is the testimony. 

*#**#*###* 

830 Cross-examination 

By Mr. Stetson: 

Q. Mr. Highfield, do you have the minute book of the 
Mount Vernon Mortgage Corporation covering the period 
of January and February of 1943? A. Not with me. I 
don’t believe they were subpoenaed. If they were they 
are here. 

Mr. Denit: Yes, we have that. 
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By Mr. Stetson: 

Q. Now, yesterday, Mr. Highfield, we were discussing 
the purchase of the preferred stock of the Mount Vernon 
Mortgage Corporation and I ask you if you could 

831 tell us where the funds came from for that pur¬ 
chase? 

Mr. Denit: We object to that. It is utterly immaterial 
to any issue involved here, Your Honor. 

########## 

832 The Court: Yes. 

Objection is overruled. You may answer. Would 
you like the question read? 

The Witness: I understand the question, Your Honor, 
but I don’t recall testifying about the purchase of any 
preferred stock. I testified about the redemption of the 
preferred stock. 

By Mr. Stetson: 

Q. Excuse me, Mr. Highfield, where did the money come 
from to redeem the preferred stock? 

Mr. Denit: We object to that. 

The Witness: Pardon me, I didn’t hear you. 

Mr. Denit: We object to that, “Where did the money 
come from to pay the preferred stock?”. 

Mr. Stetson: To redeem the preferred stock. 

The Court: As I recall it he testified yesterday about 
where the money came from in connection with this proj¬ 
ect. 

Mr. Denit: No, Your Honor, this hasn’t anything 

833 to do with the Longfellow Building. 

The Court: I understand that this has to do with 
Mount Vernon. 

Mr. Denit: That is right. 

The Court: He testified yesterday, as I recall it, that 
Mount Vernon got a loan from some place in connection 
with its business. I will overrule the objection. 
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Yes, here it is right here on Page 727. He said, “The 
Mount Vernon Liquidating Trust remained as such for 
four years during which time it was able to liquidate a 
loan of the R.F.C. to the Mount Vernon Savings Bank in 
the amount of $750,000.” 

Mr. Jackson: What page? 

The Court: Well I just closed the page, I am sorry. 

Mr. Stetson: Page 727, I believe Your Honor said. 

The Witness: I maintain that I didn’t testify to any¬ 
thing about buying preferred stock. That testimony- 

By Mr. Stetson: 

Q. Suppose you answer the question. A. The money 
for the preferred stock came from the funds of the Mount 
Vernon Mortgage Corporation. 

Q. Is it not a fact, Mr. Highfield, that the money used 
to retire the preferred stock wras obtained by a loan from 
Machinists’ Union in the amount of $750,000? A. That is 
not true. 

834 Q. Is it not a fact that the money came from a 
$750,000 loan from the Longfellow Building Corpo¬ 
ration? A. The money came from there, yes, but it be¬ 
came the funds of the Mount Vernon Mortgage Corpora¬ 
tion before it was distributed to the preferred stockholders. 

Q. You borrowed the money from the Longfellow Build¬ 
ing Corporation? A. We did. 

Q. And what did you use as security for that loan? A. 
We used all of the capital of the Longfellow Building Cor¬ 
poration. That was in 1947. 

Q. You used all of the stock that you then held of the 
Longfellow’ Building Corporation? A. That is right. 

The Court: Well, has that been paid off? 

The Witness: It has been refunded. 

By Mr. Stetson: 

Q. How was it refunded, sir? A. It was refunded by a 
payment of half of the principal and interest and a sub¬ 
stitution of collateral. 








Q. Now, referring to Defendants’ Exhibit No. 12, which 
I hold in my hand, this resulted in a deficiency tax as¬ 
sessment plus penalty in the amount of $32,157.66 on April 
24, 1951; did it not? A. If that is what it says in 

835 that paper it did. I haven’t it before me. 

Q. I ask you to check my figures on that, sir. A. 
$32,157.66. 

Q. Was the fact as I stated it correct, sir? A. It was. 

Q. Is it not a fact, Mr. Highfield, that a part of this 
allowance, or I should say of this deficiency, was on 
account of certain legal fees paid by the Longfellow Build¬ 
ing Corporation? 

Mr. Denit: We object to that. The paper was offered 
for the limited purpose of showing what the Government 
did with respect to determining the cost of the Longfellow 
Building. 

• •##*••### 

836 The Court: Well, you offered the whole exhibit 
and it was admitted. 

#•***••*** 

Q. Now, Mr. Highfield, I ask you again if it is not a fact 
that a part of this deficiency assessment was attributable 
to legal fees which were disallowed by the Bureau? A. 
Mr. Stetson, I now reassert that I did not memorize that 
report. If you will show it to me I will attempt to inter¬ 
pret it to the best of my knowledge and understanding. 

Q. On that particular issue I ask you to refresh 

837 your memory from the report. A. If I can find it, 
I will. It is very involved. 

The Court: Mr. Stetson, in order to save time would you 
find the place for Mr. Highfield? 

The Witness: I will answer you in this manner: On 
Page 5 of the schedule under Schedule 5. Adjustments 
in net income under sub-caption D- 

• #*#«*##•# 

Q. Wait a minute, Mr. Highfield, I am asking you if 
this report refreshes your memory as to the disallowance 
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of certain legal fees as a part of the deficiency assess¬ 
ment. A. The only thing it refreshes my memory on is 
that I read this at one time and I can read it again. 
That is all I know about it. 

Q. It does not refresh your memory? A. It does not 
refresh my memory. About what? 

Q. About the disallowance of certain legal fees. A. It 
is right here, of course, it refreshes my memory. It states 
right here. 

Q. Tell us how it refreshes your memory. A. It refreshes 
my memory, having read from this report, that the In¬ 
ternal Revenue agent disallowed it—classified as unallow¬ 
able deduction and additional income, legal fees and in¬ 
demnity bond of $15,500. He did not segregate those 
items. 

Q. Do you know what the indemnity bond cost? 
838 A. I don’t remember. I can ascertain from the 
books. 

Q. Is it not a fact, sir, that the legal fees amounted to 
$15,000 and the indemnity bond was but $500? A. I think 
that is an absolute misstatement. I think the indemnity 
bond was around $5,500 and the legal fees were $10,000, 
from my recollection, but I cannot say that categorically; 
I will have to refer to the books. 

Q. Didn’t the Longellow Building Corporation vote to 
pay Mr. Magee a fee of $5,000 out of the proceeds of 
the Longfellow Building Corporation? A. That is very 
possible and the records of the Longfellow Building show 
that. 

Q. And didn’t the Longfellow Building Corporation 
vote to pay Mr. Denit a fee of $10,000 out of the proceeds 
of the corporation? A. This was for the year ending June 
30, 1950, Mr. Stetson. 

Q. Answer my question please. A. It is very possible 
that that happened and the records of the Longfellow 
Building disclose it. I can’t remember all those things. 

Q. Suppose you refresh your memory from the record 
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of the Longfellow Building Corporation, sir. A. I shall 
be glad to. 

Do you want me to read the resolution! 

839 Q. No, I just ask you if that refreshes your 
memory sir! A. It refreshes my memory. By read¬ 
ing this. I can read the minutes. I didn’t write the 
minutes. I dare say they are true. It takes many peo¬ 
ple to run a corporation. I didn’t follow these transac¬ 
tions to the ultimate destination. I concurred in this 
resolution and I am sure it was carried out. 

Q. Suppose you tell us what the resolution says. A. 
“After the discussion of Civil Action 1530-49, the board 
of directors was of the opinion that this litigation resulted 
from a difference among the members of the board; that 
the only way in which this difference could be resolved 
was by the institution of such suit; that this litigation 
and the compromise and settlement thereof had resulted 
in solving an unfortunate problem, affecting the very 
existence of the corporation and accordingly, it would not 
be fair or equitable to place the expense of such litiga¬ 
tion on any individual or group of individuals but that 
the proper course was to have the corporation bear all 
the expense in connection therewith. In conformity there¬ 
with, upon motion duly made by Mr. Winn, seconded by 
Mr. Sothoron, it was unanimously resolved that the officers 
of the corporation were authorized and directed to pay the 
following expenses: 

840 “Attorney’s fees of $10,000 to Louis M. Denit, 
$5,000 to Warren Magee; $150 to Drain and Weaver; 

to reimburse Mount Vernon Mortgage Corporation $500 
expended in connection with indemnity bond and $22 court 
costs; to reimburse Mr. Thurman for various expenses 
incurred in connection with the litigation aggregating ap¬ 
proximately $290.00.” 

Q. And you were reading from Exhibit 12-C, were you 
not, sir? A. That is right, sir. And in light of that I 
will correct my testimony which I gave on it as I thought 
this applied to the construction of the building at the 
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time it was erected. This $500 is an indemnity bond and 
the other represents attorneys’ fees for the year ending 
June 30, 1950. I didn’t think that had any bearing on this 
case as to what happened after June 30, 1950. 

Q. So it is now your testimony, sir— A. My corrected 
testimony, yes, sir. 

Q. That a part of the deficiency assessment plus penalty, 
as shown by Mount Vernon Exhibit No. 12, was due to 
its the disallowance of these legal fees that you have just 
read to us out of the minute books of the Longfellow 
Building Corporation; is that correct, sir? A. That is 
correct. 

Q. Now, is it not also a fact, sir, that a part of 

841 this deficiency was due to the disallowance on the 
part of the bureau of excessive salaries paid by 

Longfellow Building Corporation to its officers? A. That 
is true, but in that connection I must say that my salary 
was approved and has always been approved. It was 
not mentioned in there. 

Q. Whose salaries were disapproved, sir? A. The bu¬ 
reau would not classify them. It’s against their policy. 
They disallowed the amount. 

Q. But is it not a fact, Mr. Highfield, that immediately 
following this ruling by the bureau your salary was re¬ 
duced from $30,000 a year to somewhere in the neighbor¬ 
hood of $22,000 a year? A. Voluntarily. 

Q. Now, Mr. Highfield, when was the first renewal of 
the government lease? A. It was one year after February 
3, 1941, I believe—no, I guess the first lease—I will have 
to refer to it. It probably ran to June 30, 1941. It was 
renewed that time very possibly but it was on a fiscal 
year basis. But the first lease only ran for five months. 
I have to refer to it. I can’t remember it. 

Q. All right, showing you Mount Vernon Exhibit No. 
9,1 ask you when was that lease renewed? A. It ap- 

842 pears from this that the first term of the lease be¬ 
gan on February 3, 1941, and ended June 30, 1942, 

so that is a year and five months, this first lease. 
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Q. Is there anything in that lease, sir, that permits 
the government to cancel out on 30 days’ notice during 
that first year and a half, approximately? A. Yes, that 
is true, in paragraph five. 

Q. And will you read that paragraph, sir? A. “This 
lease may—” 

Q. Will you read it aloud, please? A. Paragraph five: 

“This lease may at the option of the government be 
renewed from year to year subject to an adjustment of 
the rental terms at each renewal period, in accordance 
with the rent formula, as established by the R.F.C. Mort¬ 
gage Company, and otherwise upon the terms and condi¬ 
tions herein specified, provided notice be given in writing 
to the lessor at least 30 days before this lease or any 
renewal thereof vmuld otherwise expire, provided that no 
renewal thereof shall extend the period of occupancy of 
the premises beyond the 30th day of June, 1945.” 

Q. Now, where does that call for any cancellation, sir? 
A. It gives the right to cancel by giving us notice of at 
least 30 days before the expiration of this lease, which 
exists at any time from the date of it. 

843 Q. Where do you find that wording, sir? A. I 
have just read it to you, “Provided notice be given 
in writing to the lessor at least 30 days.” 

“At least” means any time before the expiration of 
the lease. 

Q. That has to do with renewal? A. No it doesn’t 
either. It is cancellation. It has nothing to do with 
renewal. Read it yourself. 

Q. Mr. Highfield, I call your attention to paragraph 
13, typed into that lease, and I ask you to read that to 
the Court and tell us what it means, if you can. A. Now 
this is an additional paragraph. 

Q. This is paragraph 13. A. That is right. I will read 
that. 

“The government may terminate this lease during any 
renewal period upon written notice to the lessor to become 
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effective at the end of the month following the month in 
which the notice is given.’’ 

Now this applies to the renewal. This other paragraph 
applies to the existing lease dated February 3, 1941. 

Q. When was this lease next renewed after the first 
renewal, sir? A. Well, as I say again, the renewal will 
speak for itself. I don’t know. I suppose it was renewed 
a year from June 30, 1942. That would be July 1, 
1943. 

844 Q. And when was the next renewal, approxi¬ 
mately? A. Year to year, I think it went. Now let’s 

see, I can’t say, a year to year proposition just like 
this. 

Q. Did the government ever exercise its option under 
paragraph 13? A. The government always exercised its 
option up to date. It retained this option of five years 
all through the lease but it was beneficial to them but 
not to us. 

Q. I asked you, Mr. Highfield, if the government ever 
exercised its option under paragraph 13? A. It did in 
the lease which was renewed. And the lease was re¬ 
newed from year to year since that time. When they 
come up for final consideration I think on June 30th of 
this year, which is five years from February—whatever 
it was—it comes up I think this year. I don’t know. I 
would have to look at the lease. I don’t know. I can’t 
remember all that stuff. 

Q. I direct your attention, Mr. Highfield, to paragraph 
13 and ask you once more has the government ever exer¬ 
cised the option under paragraph 13? A. You mean about 
termination? 

Q. Correct. A. No, it has not. It never has. 

Q. Now, Mr. Highfield, yesterday you read for us the 
minute entry concerning the acquisition of 667 

845 shares by Mount Vernon of the Longfellow Build¬ 
ing Corporation stock back in 1940. Do you recall 

that, sir? A. Yes, sir. 



Q. Now, I hand you what purports to be the minute 
book of the Mount Vernon Mortgage Corporation, en¬ 
titled “Minute Book Number Four.” 
*#**#*##«* 
Bv Mr. Stetson: 

Q. I ask you if you can find in there any minute con¬ 
cerning the purchase of the SS3 shares of Longfellow 
Building Corporation Stock—I meant to say 833 shares 
of Longfellow Building Corporation stock—in 1943? A. 
The procedure of authorizing the purchase of securities 
of any nature was changed after 1940 and we had a 
form that contained the signatures of all the directors 
indicating their approval and concurrence in the author¬ 
ization for the purchase of securities. I think that was 
offered in evidence yesterday, too. There wasn’t any 
particular mention made in the minutes because that was 
a part of them by reference. 

Q. Will you find the reference to that form in your 
minutes, sir? A. I do a way back when the system was 
instituted, yes. 

846 Q. No, I mean— A. No, there appears to be 
nothing in here now. 

Q. There is nothing in the minute book— A. No, that 
is right, part of it. That is the only record we have. 

Q. Will you let me finish my question please? 

Is there nothing in the minute book concerning the 
purchase by Mount Vernon of 833 shares of Longfellow 
Building Corporation stock in 1943? A. Apparently there 
is not, but it was by reference to this, I mean, we had a 
record of it. That was our practice at the time. We were 
in the market at the time buying and selling every day. 

Q. There is no record of discussion of that purchase? 
A. There was never a record of the discussion of the 
purchase of any stock except when we went into the origi¬ 
nal deal. We never made a record of discussing stock 
purchases. We made a record that we had discussed it 
and approved it on that form. We couldn’t do it. There 


were too many transactions. We were buying and selling 
securities every day. That was our business. 
##*####*#* 

847 (Thereupon, the Minutes of Meetings of the 
Board of Directors, Mount Vernon Mortgage Cor¬ 
poration, 1/12/43, 2/15/43 and 3/15/43 were received in 
evidence as Plaintiffs’ Exhibit No. 19.) 
#**#**###* 

848 By Mr. Stetson: 

i 

Q. Mr. Highfield, the three minutes that have just been 
admitted in evidence, namely, the minutes of the meetings 
on January 12, 1943, February 15, 1943, and March 14, 
1943: Are those the only minutes of meetings of the 
board of directors of the Mount Vernon Mortgage Cor¬ 
poration in that period of time? A. As far as I know. 

Q. Were there any other meetings of the board of direc¬ 
tors? A. There were many meetings, informal meetings, 
but not formal meetings. j 

Q. No other formal meetings? A. No, we met daily i 
there. We were all together. We met daily in our busi¬ 
ness. 

Q. There were no other formal meetings during 

849 that period? A. No. 

Q. Mr. Highfield, yesterday you were testifying 
as to the composition of the board of the Mount Vernon j 
Mortgage Corporation. I ask you whether Mr. Burke was 
a member of that board from 1940 to 1943? A. He was a 
member of the board from 1940 until October, 1941, when 
he passed away. j 

Q. Who were the members of the board of Mount Ver- I 
non from 1941 forward? A. The members of the board ! 
were the remaining original members of the board. 

Q. Who were they, sir? A. That was Mr. Davison, Mr. 
Sothoron, Doctor Koss, and myself, and that remained 
until Mr. Davison’s death in 1944, in the winter—I think 
it was December, 1944—and in the first meeting—no, 19— 
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I don’t know what date it was—I think it was ’44. The 
record will show it, but after his death, whatever date it 
was, the next meeting, Mr. Eric Petersen, who succeeded 
Mr. Davison as general secretary-treasurer of the Inter¬ 
national Association of Machinists, was elected a member 
of the board in Mr. Davison’s place. My memory for 
dates is not too accurate but I think it’s along some time 
in there. I think I testified to it from notes and my 

850 notes will show it, I think, if you will permit me to 
refer to them. I can’t remember. My head is full 

of dates and everything else. I will have to rely on 
the records, and memoranda that I prepared for that pur¬ 
pose. 

Q. At the Christmas meeting with Mrs. Mittell, did she 
give you a list of the debts or did she not give you a list 
of those debts? A. She gave me a list of them—she told 
me about the number of the debts. 

Q. Did she give you a list? A. She didn’t. 

Q. She did not? A. No, sir. 

Q. You are sure of that? A. I am positive of it. 

Q. Did you make a list? A. I made a list in my head 
because there were so few of them. There were only 
three of them. 

Q. There was no written list? A. She may have had 
a written list before her but she didn’t give it to me. I 
certainly could remember three debts. I didn’t need a 
list. 

Q. There were just three debts? A. Yes, sir, as far as 
I know except a claim she mentioned that she had against 
the Foundation for salaries and rent which were unpaid, 
amounting to several thousand. 

851 Q. How many thousand, sir? A. Oh, I don’t 
know. I think she said something between $4,000 

and $5,000 if I remember correctly. I don’t know. I 
wasn’t particularly concerned with that because she said 
she didn’t consider that a necessitous debt to be paid out 
of the proceeds of the sale. 
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Q. When did Mount Vernon decide that they would pur¬ 
chase only 833 shares of the 933 shares collateral? A. 
That was their first decision. 

• ###**#*** 

Q. When was that, sir? A. As I testified yesterday, 
it was sometime between the first business day after New 
Year’s and January 15, 1943. Now, when, I don’t know, 
I don’t know. They decided to make an offer for it and 
that was all they were willing to pay. 

Q. And who suggested the figure of 833 shares? A. 
There is an explanation for that. Do you want me to give 
it to you? 

Q. I want to know who suggested it. A. I did. 

Q. Why did you suggest it? A. Well, as I told you be¬ 
fore, when the stock was pledged by Sherman Mit- 
tell- 

852 Q. How much stock, sir? A. 933 shares were 
pledged by Sherman Mittell on behalf of the Na¬ 
tional Home Library Foundation as security for its loan 
of $12,000. I, at that time, knew that 94 shares of that 
stock were registered in the name of Sherman F. Mittell 
and he had assigned them in blank by stock powers at¬ 
tached to the certificates. 

Q. Were there just 94 assigned? A. That is my recol¬ 
lection, yes, sir. 

Q. Don’t you recall the other day remembering another 
15 shares? A. It could be, yes, it could be. Maybe there 
were 15. I don’t know. I don’t believe that is true. 

Q. In addition to the 94? A. I will say this to you now, 
that there will be presented an analysis of that stock 
book showing a running history of it which you and the 
Court can readily understand and I would rather defer 
my answer to that until that occurs because, honestly, I 
can’t understand the book myself. 

Q. You mean that running history has not been pre¬ 
pared yet? A. It’s being prepared. 

Q. By whom, sir? A. By our certified public account¬ 
ant. 
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Q. By Mr. Petersen? A. No, Mr. Jansson. 

853 Q. By Mr. Jansson? A. Yes. 

Q. How long has he been connected with your 
corporation, sir? A. He opened the books. 

Q. With your corporation, I mean Mount Vernon? A. 
Well, he has been working for us for years. 

Q. Before 1940? A. Perhaps—no, not before 1940, no. 
I don’t know. He hasn’t work for us recently. He opened 
the Longfellow books. He has worked on Mount Vernon’s 
audits but he hasn’t work for us recently. 

Mr. Denit: If the Court please, the witness has been 
interrupted at least twice in the answer he started to 
give. 

The Court: Yes, you have not finished your answer. 

The Witness: I did testify to 94 shares because that 
is my recollection. 

Mr. Denit: The question was why the corporation bought 
833 shares. 

The Witness: So as a result of our discussion it was 
decided by Mr. Davison, as I have testified before, against 
the objections of Sothoron and Koss that we could not 
afford to gamble—that is what it was—an additional 
$25,000 in Longellow stock. 

854 So, then the question was brought up about the 
94 shares as to the source of it. So we translated, 

we said, “What do we care? V 7 e don’t care about the 
other six shares. We will buy the 833 shares and equate 
that into $25,000,” which is an financial arithmetical trans¬ 
action and it comes out $33.00 a share. “That is all we 
want to buy.” That gave us 1500 shares. We didn’t 
want any more. It was enough. 

Q. Enough for what, sir? A. To give us control of the 
corporation, which was the only inducement we had to 
buy the stock. It gave us three-quarters ownership in the 
corporation. 

Q. Now, don’t you recall, Mr. Highfield, when you were 
looking at those stock books, the stock record books, the 
other day that it suddenly occurred to you and you read 
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that Sherman Mittell, according to your testimony, not 
only had 94 shares up on that loan but an additional 15 
shares besides? Do you recall testifying like that? A. 
I do not and I wish you would read it because I have no 
recollection of it. I don’t believe it. 

Q. And if you did so testify it was false? A. I have 
never testified falsely and I am not now testifying falsely 
and I do not intend to testify falsely and I resent the im¬ 
plication. 

Q. Reading from Page 182 of the daily transcript, the 
question was put to you as follows, Mr. Highfield, 

855 and this, incidentally, refers to your testimony of 
May 4, 1954: 

“Q. Now I ask you to look at this list and to tell me 
whether you wish to change your testimony of this morn¬ 
ing concerning certificates Nos. 41 and 42? 

“A. I reiterate I do not wish to change my testimony, 
and in explanation of that, I can say that Mr. Mittell 
pledged these two certificates for 94 shares and also one 
for 15 shares in his name which had been completely over¬ 
looked, and on the same day, in accord with our usual 
custom and practice we transferred all of those certifi¬ 
cates to the National Home Library Foundation because 
there were a great many more that were not in the name 
of . . .” 

A. Well, regardless of that vre didn’t want to buy more 
than 833 shares for $25,000. 

Q. I ask you, Mr. Highfield, were you telling the truth? 
A. I was absolutely telling the truth and if I testified 
that way it was based upon an erroneous assumption, 
which I w T ill attempt to prove by a C.P.A. 

Q. Now, Mr. Highfield, you have made it quite clear, 
I think, in your testimony that you returned the 100 shares 
not to Mrs. Mittell but to the National Home Library 
Foundation. A. Correct. I returned it to her as 

856 secretary of the National Home Library Foundation 
and she so receipted for the stuff. 
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Q. And you never suggested to her that she should get 
those shares? A. I never suggested that she should. I 
suggested a desire on the part of all of us that she could 
work out a means, as a result of the credits which she 
told me were owing to her from the Foundation, of ac¬ 
quiring the stock as a memorial to her son—I mean for 
her son in respect to the memory of his father who con¬ 
ceived and created the Longfellow Building. I certainly 
did. And that was the desire of all of the directors. 

Q. And when was that suggestion made, sir? A. The 
suggestion was made when we decided to buy 833 shares. 

Q. When was that? A. I repeat it was sometime be¬ 
tween the day after New Year’s and the 15th of January, 
1953, when we made the first offer for $25,000. 

Q. And it was at that time that you made this sugges¬ 
tion to her. A. No, I did not. I didn’t talk to her at all 

about that, and you know it. I did not. I didn’t go to 

see her. I called her on the telephone and told her that 
the board would buy S33 shares for $25,000 and 
857 she said, “Well, I will communicate it to Doctor 

Craig in St. Louis and then he will let you know 

whatever he decides to do”—or “we decide to do.” 

Q. Which did she say, “he decides,” or “we decide?” 
A. Well, “whatever we decide to do.” 

Q. You are sure she said that, are you? A. I am posi¬ 
tive she said that. 

Q. You are sure she didn’t say, “whatever he decides 
to do?” A. No, no. 

Q. Did you ever discuss this transaction with her sub¬ 
sequent to that? A. Never. 

Q. How many conversations did you have with Doctor 
Craig concerning this transaction? A. My recollection is 
three over the telephone. It may have been more but it 
couldn’t have been less. 

Q. In the first one he told you that the price offered 
was not enough, is that correct? A. He certainly did, not 
enough to satisfy the debts of the Foundation. 
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Q. What was the purpose of the second call, sir? A. 
To find out if we wouldn’t raise our offering price to an 
amount to completely discharge the debts of the Founda¬ 
tion. 

858 Q. Wasn’t that covered in the first call? A. No, 
it was not, not to my knowledge. It could have 

been but I don’t—that’s a long time ago and I can’t re¬ 
member—I can’t remember all of that. It may have been. 
I don’t know. 

Q. Now, he called you all three times, did he not? A. 
Yes, he did. I didn’t call him at all. 

Q. What w’as the purpose of his third call? A. To find 
out what we had decided. I told him to call me back in 
two or three days after the second call. I don’t recall 
the particular number of days. I can’t tell you the dates 
of the calls. 

Q. And do you know the date of the last call, approxi¬ 
mately? A. It was sometime before January 15th. 

Q. Sometime before the 15th of January? A. Yes, it 
was. We knew very well at the time we made the offer 
of $25,000 it wasn’t enough to discharge the debts, but 
that was all we were willing to offer and if they didn’t 
want it they could have gone elsewhere to see if they 
couldn’t raise the money or sell the stock. We didn’t 
make the offer on the idea of trying to bail them out, 
particularly. We wanted to go as far as we could without 
imprudence to the Mount Vernon Mortgage Corporation 
to which we had our allegiance. We were not go- 

859 ing to to jeopardize the Mount Vernon Mortgage 
Corporation. 

Q. Do you think you breached your allegiance to the 
Mount Vernon Mortgage Corporation in his transaction? 
A. No, I have not. 

Q. You what? A. I have not. 

Q. You think you did at the time? A. No, I didn’t. I 
did it on the responsibility of the principal stockholder 
that was willing for his organization to take the risk. 

###***#•*• 
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860 Q. Let me re-phrase the question again, sir: If 
it were possible to raise the capital to put up an 

office building in 1940 or 1941, wouldn’t that have been 
a very good investment for a party with that capital? A. 
It probably would have, yes. I can’t roll my mind back 
to that extent. I don’t know. 

Q. Wouldn’t you have that opinion at that time, namely, 
1941? A. I previously explained that we took a wild 
gamble in something, the outcome of which we could not 
foresee or predict. 

Q. And that was your opinion back in 1940 and 1941? 
A. That was our opinion. 

Q. And when did that opinion change, sir ? A. The opin¬ 
ion changed after the close of the war when things began 
to return to normal and assume a more stabilized 
basis. 

861 Q. So, until the close of the war you thought that 
anybody who would invest capital in construction 

of an office building in Washington, D. C., was taking a 
wild gamble; is that correct? A. I think my opinion was 
demonstrated by the fact that nobody did. 

Q. And that was your opinion, sir? A. Yes, sir. 

Q. And did you ever express a contrary opinion, sir, 
in words or in writing? A. Not to my knowledge. 
#**«##•##* 

Q. I show you Government’s Exhibit No. 20 and ask 
you if you can identify that, sir, and call your attention to 
the signature on the second page of that exhibit. Is that 
your signature? A. It certainly is. 

Q. And I ask you if you can identify the letter. A. I 
think I can, yes. 

862 Q. Will you kindly tell us what that letter is ? A. 
It is a letter addressed to the International Asso¬ 
ciation of Machinists, Mr. E. C. Davison, general secre¬ 
tary and treaurers. 

Q. And the date? A. September 11, 1941. 

• ••*****•• 
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863 By Mr. Stetson: 

Q. I ask you to read the last paragraph on the first page 
of that letter. A. (reading) “The urgent need of addi¬ 
tional office space by the Government is of such impor¬ 
tance that we feel reasonably sure that priorities for the 
materials in the building can be obtained.” 

Q. So that was your opinion at the date of that letter, 
w r as it not, sir? A. It was a temporary need, yes; it was 
temporary. 

Q. I asked you, was that your opinion as of the date 
of that letter, sir? A. It was. Wait a minute now. Let 
me read this letter, Yes, sir. 

********** 

(Plaintiffs’ Exhibit No. 20, previously marked for identi¬ 
fication, was received in evidence.) 

###*##*#*# 

867 Q. What action did the Machinists Union take? 

A. They didn’t agree with us. They rejected it, 
but recently they bought the same site for $1,000,000, on 
which they are going to erect a building that is going to 
cost about $4,000,000 in addition to the land. The total 
project will cost $5,000,000 when completed. But this was 
contemplated to erect a conventional office building and 
not a loft building like the Longfellow was. I didn’t real¬ 
ize what letter it was. I didn’t read it through; you didn’t 
give me a chance. 

********** 
S68 By Mr. Stetson: 

Q. Mr. Highfield, isn’t it a fact that the Machinists 
Union approved that request and that when you learned 
that you were unable to secure the priorities for materials 
for the construction of this proposed building, that you 
advised them of that fact and stated that you would still 
like to have the $350,000 for some other project? A. That 
is not my recollection. It is possibly true; I don’t know. 
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That has been how many years ago—13 years ago. I 
didn’t even remember the letter. 

Q. Then it is possible— A. It is possibly true, but it 
is not my recollection. 

********** 

Q. Mr. Highfield, I show you Plaintiffs’ Exhibit No. 21 
and ask you if you can identify that, sir? A. Will you 
give me time to read it, please, sir? 

869 Q. You may read it in full, sir. A. Yes, I wrote 
that letter. 

********** 

870 Mr. Denit: Mr. Stetson, before those are formally 
offered in evidence, do you concede that while these 

letters bear the stamp, Pre-trial Exhibit, they were never 
actually offered at pre-trial nor identified by the pre-trial 
J udge ? 

Mr. Stetson: I gather this pre-trial exhibit means that 
they were offered—at some previous trial, Mr. Denit? 

Mr. Denit: No, the present trial of this case. 

Mr. Stetson: There are no initials on this stamped pre¬ 
trial exhibit. Your Honor, I will stipulate with Mr. Denit 
that the stamp appearing on these exhibits now going 
into evidence, stating pre-trial exhibit, has no relation 
to this trial but apparently refers to some previous liti¬ 
gation. 

Mr. Denit: We don’t want that kind of stipulation. All 
I asked is if counsel would agree that while these docu¬ 
ments, these three letters, contain a stamp indicating that 
they were submitted as pre-trial exhibits, they were not 
in fact so exhibited at the pre-trial of this case. 

Mr. Stetson: I think I have gone as far as I can go on 
the stipulation, Your Honor. 

The Court: Well, if you can’t enter into a stipulation, 
you may proceed. The pre-trial judge here in this case 
is David A. Pine. 

Mr. Stetson: No initials are on this exhibit, Your Honor. 
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As I said before, Your Honor, I am willing to con- 

871 cede that this was not before Judge Pine, but it 
apparently has been used in some other litigation. 

By Mr. Stetson: 

Q. Now, directing your attention to Plaintiffs’ Exhibit 
No. 21, I ask you if you can identify that, Mr. Highfield? 

*##***•••• 

The Witness: Yes, I signed the letter as secretary- 
treasurer of the Mount Vernon Mortgage Corporation. 

********** 

872 Q. Didn’t you compose it, Mr. Highfield? A. I 
composed it in collaboration with the members of 

the board of directors of the Mount Vernon Savings Bank 
—I mean Mount Vernon Mortgage Corporation. This was 
an action taken by joint concurrence, including the en¬ 
dorsement of Mr. Davison. 

Q. And Dr. Koss? A. And Mr. Sothoron. It wasn’t an 
independent thought or act on my part. 

********** 

(Plaintiffs’ Exhibit No. 21, previously marked for identi¬ 
fication, was received in evidence.) 

873 Mr. Magee: Is it admitted as against my defend¬ 
ants, Your Honor? 

The Court: No, I said not as to your defendants, that 
is to say, Mrs. Mittell and the Home Foundation. 

********** 

876 Q. Directing your attention, Mr. Highfield, to 
Plaintiffs’ Exhibit No. 22, is this not a letter signed 
by you, composed by you, addressed to the International 
Association of Machinists? A. That is true. 

********** 

Mr. Magee: May I request, Your Honor, that the same 
ruling on admissibility as to Plaintiffs’ Exhibit 22 be 
made and that it be restricted only to the parties that are 
named in it? 
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The Court: Yes. 

Mr. Stetson: No doubt, Your Honor, Mr. Denit wants 
the same stipulation concerning the pre-trial stamp on 
this letter. I again stipulate that that has not- 

The Court: You can’t stipulate unless he is willing to 
stipulate with you. 

Mr. Stetson: I offer the stipulation, Your Honor, that 
that stamp has no connection with the actions of Judge 
Pine in this case but must relate to some previous litiga¬ 
tion. 

Mr. Denit: We don’t stipulate to that, but we ask coun¬ 
sel to state whether or not these letters were offered at 
the pre-trial of this case and identified as exhibits to 
877 be offered at the trial of the case, and I understood 
counsel refused to do that. So we will take what 
we get out of them. 

********** 

(Plaintiffs’ Exhibit No. 22, previously marked for identi¬ 
fication, was received in evidence.) 
********** 
879 By Mr. Stetson: 

Q. Mr. Highfield, I ask you once again if you can recall 
the approximate date of death of Mr. Davison, the secre¬ 
tary-treasurer of the Machinists Union? A. I think he 
died in 1944. 

Q. On the 21st day of November, 1944? A. I think so, 
yes. I know it was the winter of 1944, the winter or fall 
of 1944. 

Mr. Stetson: Your Honor, at this time we would like 
to offer in evidence the remaining portions of the minutes 
of the regular meeting of the board of directors of Mt. 
Vernon Mortgage Corporation, particularly, I mean, the 
minute of February 14, 1940. A portion of that minute 
was introduced in evidence as Mt. Vernon Exhibits 2-A, 
2-B and 2-C. We now offer the remaining portions of 
that same minute in evidence. 
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882 (The minute referred to, consisting of 8 pages, 
was marked Plaintiffs’ Exhibits 23-A, B, C, D, E, 

F, G, and H for identification and received in evidence.) 
********** 

Redirect Examination 

By Mr. Denit: 

********** 

883 Q. Now, directing your attention to Plaintiffs’ 
Exhibit No. 22, I notice on the bottom of the first 

page of that exhibit a pencil memorandum, “No reply, Per 
E. C. D. 2/3/41.” Can you interpret that memorandum? 

Mr. Stetson: Objection, Your Honor. There has been 
no showing as to who made that memorandum or that this 
witness knows the meaning of it or has any means of 
knowing the meaning of it. It is entirely hearsay. 

The Court: I think he would have to identify whatever 
it is you are asking about. 

Mr. Denit: If he can’t interpret it, then he can’t inter¬ 
pret it, Your Honor. 

Mr. Stetson: The interpretation is certainly objection¬ 
able, Your Honor. 

By Mr. Denit: 

884 Q. Do you know whose handwriting that is? A. 
It looks like the handwriting of Mr. Davison’s sec¬ 
retary. 

Q. And she was who? A. Mrs. Chase. 

Q. Was the proposition contained in that letter ever 
accepted by the International Association of Machinists? 
A. No. This proposition was declined by the International 
Association of Machinists. 

Q. Now, I show you Plaintiffs’ Exhibit No. 21— A. 
Wait a minute; I don’t know whether this is the one or 
not; there are so many . This was declined, that is right, 
this one, December 10. 

Q. Are you referring to Plaintiffs’ Exhibit No. 22? A. 
That is right. 
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Q. All right. Now, was the proposition contained in 
Plaintiffs’ Exhibit No. 21 accepted or declined? A. That 
was accepted. 

Q. It was accepted? 

Mr. Stetson: He has already answered. 

The Witness: Yes. This one was approved by the Execu¬ 
tive Council in January, 1942. 

*•**###*** 

887 By Mr. Magee: 

Q. Mr. Highfield, in so far as these transactions were 
concerned which were covered by Government Exhibits 20, 
21, and 22, you offered, as I understood it, assets which 
included first mortgage notes on property valued in excess 
of $547,000 to secure a demand loan from the union of 
$350,000 and, in addition, shares of stock of the Longfellow 
Building Corporation which you had, did you not, sir? A. 
That is true. 

Q. And you have never, notwithstanding this offer, ever 
received, and under your modified offers contained in 20 
and 22, the $350,000 loan, did you, sir? A. Never did. 

888 Q. And in addition to the assets which you have 
described in these letters, you offered the full faith 

and credit and the signature of the Mt. Vernon Corpora¬ 
tion for this $350,000 demand note, did you not, sir? A. 
That is true. 

Q. And notwithstanding that, you were still not able 
to close the loan? A. That is true. 

Q. Mr. Highfield, you mentioned that in discussing this 
matter of the sale of the 833 shares of stock in the winter 
of 1942, that you were given a list of debts, and you men¬ 
tioned the Jelleff debt, the Wolff debt, and a debt for 
rent and services rendered. Was there any discussion of 
the loan that was outstanding at that time by the Founda¬ 
tion to Mrs. Mittell in the amount of $12,000? A. My 
recollection is that there was no mention made of it. 

Q. But you do recall her telling you that her obliga¬ 
tions she was willing to defer and did not want them 
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included in the amount that was to be borrowed to pay 
off the outstanding debts of the Foundation? A. That is 
true. 

Q. As I understood your testimony, you have again 
testified that 94 shares of the stock of the Longfellow 
Building Corporation that was pledged to secure 

p 889 the $12,000 loan was stock owned by Mr. Mittell, 

which he put up as a part of that pledge; is that 
correct, sir? A. It is. 

The Court: Wasn’t that transferred over to the Founda¬ 
tion before it was pledged? 

The Witness: No, that is not true. It was transferred 
after the 833 were purchased by us; then the remaining 
100 was transferred to the Foundation, according to my 
recollection. 

The Court: I meant before the loan. 

Mr. Denit: That is not the question the Court is ask- 

• ing. 

The Witness: Pardon me. 

The Court: Read the question. 

(Question and answer read.) 

The Court: My question dealt with before you made the 
loan to the Foundation. 

* The Witness: My recollection is that it was not trans¬ 
ferred. When it was pledged, it was registered in the 
name of Mr. Sherman F. Mittell, to which executed stock 
powers were attached. That is my recollection, Your 
Honor. 

f By Mr. Magee: 

Q. Mr. Highfield, you were also a party, were you not, 
to Civil Action No. 1979-50, which is called the Abe 
Lincoln Mahonv suit? A. Yes, sir. 

Q. Mr. Highfield, when you purchased your inter- 
890 est in the Mt. Vernon Mortgage Corporation, would 
you have made that purchase if you had known there 
was any question concerning the validity and the title 
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and ownership to the shares of the Longfellow Building 
Corporation that were in the portfolio of the Mt. Vernon 
Mortgage Company at the time of your purchase? 

Mr. Stetson: I object. It calls for a speculation by the 
witness. 

The Court: The objection is sustained. 
##**#####* 

Q. Mr. Highfield, isn’t it a fact that in the early years 
of the history of the Longfellow Building, 1941 and 1942, 
up to 1943, that your expenditures were exceeding your 
gross income? A. I so understood at that time and under¬ 
stand that to be a fact today as related to that period. 

The Court: What do you mean by this answer, that 
your expenditures exceeded the income? Are you taking 
into consideration these advances now that you made for 
which you got the second mortgage? 

The Witness: No, Your Honor. I am talking about cur¬ 
rent income as translated into cash being received and 
the required cash to be expended out of the cash income. 
###*#*#*** 

892 By Mr. Magee: 

Q. I show you the operating statement, for example, 
from January 1, 1942 to December 31, 1942, and ask you 
whether it has any payments which are allocated to the 
principal of both of the indebtednesses which were secured 
on this building? A. No. 

The Court: Mr. Magee, that sort of question isn’t a 
bit helpful to the Court. You wouldn’t expect to deduct 
an item of something that you had paid for the principal 
as the cost of the building, would you? 

Mr. Magee: No, Your Honor, but here is the situation. 
It is the position of these gentlemen that the net operat¬ 
ing statement shows the true cash position of this com¬ 
pany. I don’t contend that it shows that at all, 

893 and if they are spending more money—let me 
show you this, Your Honor—if they are spending 

more than they are taking in and there were a cancella- 
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tion of this lease, this thing would have gone busted in a 
minute. That is what I am trying to show by this witness, 
Your Honor. 

********** 

894 By Mr. Magee: 

Q. Mr. Highfield, with respect to certain allegations 
contained in the original complaint which was filed in this 
case by the then Attorney General, Mr. J. Howard Mc¬ 
Grath, I ask you whether it is true or false that when Mr. 
Mittell first came to see you about the Longfellow Build¬ 
ing that it was proposed to construct it as a headquarters 
for the Foundation? A. No. 

Q. That is not true? A. No, it is not true. 

Q. Now I ask you with respect to the allegations in 
Paragraph 11 of this complaint, whether or not you did 
not in fact contemplate and believe that there was a pos¬ 
sibility that the cost of the construction of the Long¬ 
fellow Building would reach and might exceed the sum 
of $1,500,000? A. I did. 

Q. I ask you whether it is true or false whether Mt. 
Vernon’s guarantee of the payment of construction cost 
in excess of $1,500,000 was without substantial value and 
was a token assumption of responsibility? 

895 Mr. Stetson: I will have to object to that one, 
Your Honor. I think that calls for a conclusion of 

the witness. 

Mr. Magee: Paragraph 11, Your Honor. 

Mr. Stetson: Furthermore, Your Honor, it is not within 
the province of the direct examination. 

The Court: I will overrule the objection. You may an¬ 
swer. 

The Witness: The guarantee was of unquestioned value, 
as proven by the events which followed its making. 

By Mr. Magee: 

Q. As a matter of fact, didn’t you testify on direct that 
without this guarantee there never would have been a 
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Longfellow Building built at all, in your opinion? A. 
I did. 

Q. Now, with reference to the allegations in Paragraph 
18,1 ask you whether you entered into any plan or scheme 
which had for its object the substantial prejudice of the 
National Home Library Foundation or its unknown bene¬ 
ficiaries? A. Most certainly not. 

Q. I ask you whether you entered into any transaction 
which had for its object the siphoning off of the assets 
of the Foundation into the brochure of the Mt. Vernon 
Mortgage Corporation? A. Most emphatically not. 

Q. I ask you whether or not in your opinion that the 
considerations which were given in the transactions 
896 described in Paragraph IS were adequate or inade¬ 
quate ? 

Mr. Stetson: Objection, Your Honor. 

The Court: The objection is sustained. 

Mr. Magee: That is a specific charge in Paragraph 18, 
Your Honor. 

The Court: Mr. Magee, I believe you have examined 
this witness and this is an examination as a result of- 

Mr. Magee: The calling of this witness by Mr. Denit, 
the direct and redirect. Your Honor cut off my cross- 
examination yesterday. 

The Court: You examined him fully yesterday. 

Mr. Magee: No, ma’am. 

The Court: This is in response, as T recall it, to the 
cross-examination of the Government. 

Mr. Magee: No, Your Honor. I considered that I had 
been cut off in cross-examination yesterday by Your 
Honor’s ruling, which had been modified today. I at¬ 
tempted to ask questions directly but T found out T couldn’t 
properly present my case, so T desisted. 

Mr. Stetson: Your Honor, we have no objection to Mr. 
Magee asking any question within the scope of the direct 
examination of this witness. If he feels that he was cut 
off, we are willing for him to continue the examination, 
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so long as he sticks to the scope of the direct examina¬ 
tion. 

The Court: Read the last question. 

897 (Question read.) 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. With respect to the charges or allegations contained 
in Paragraph 23 of this complaint, Mr. Highfield, I ask 
you whether on January 10, 1943 the Longfellow Build¬ 
ing Corporation stock represented an equity in the Long¬ 
fellow Building of a value of at least $2,000,000? 

Mr. Stetson: Objection, Your Honor. 

The Court: You haven’t qualified him in any way as 
an expert in this field. 

Mr. Magee: Your Honor permitted him to express opin¬ 
ions as to value on his direct examination because he was 
qualified as a banking expert. He testified that he thought 
the stock had little or no value at that time; it was prac¬ 
tically worthless from the point of view of the open 
market. 

The Court: Well, you may answer. 

The Witness: The answer is, no. 

By Mr. Magee: 

Q. And I ask you, with respect to the charge, the tak¬ 
ing into consideration this alleged equity of $2,000,000 
and adding to that the surplus available for dividends on 
January 1, 1943, the Longfellow Building Corporation 
stock, had an actual value of $1,045.00 per share ? A. That 
is not true. 

898 Q. I ask you whether or not with respect to the 
allegations of Paragraph 24 of the complaint that 

the 933 shares of stock which have been discussed here 
as having been pledged for the collateral loan of $12,000 
with the Mt. Vernion Mortgage Corporation on January 
1, 1943 had a total actual value of approximately $974,- 
985? A. The answer is, no. 
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Q. I ask you whether or not on January 1, 1943—with 
specific reference, Your Honor, to Paragraph 25 of the 
complaint—that the Mt. Vernon Mortgage Corporation 
was under your absolute control and the absolute control 
of Mr. Sothoron and Mr. Kossf A. The answer is, no. 

Q. I ask you whether in January of 1943, whether the 
past earnings of the stock of the Longfellow Building Cor¬ 
poration were not less than $1,045 per share? A. The an¬ 
swer is, no, they were less. The negative answer means 
they were less than $1,045. 

Q. I ask you whether or not you conceived the stock 
transfer involving the 833 shares which were purchased 
by the Longfellow Building Corporation solely for your 
own personal profit? A. The answer is, no. 

Q. Or the personal profit of the Mt. Vernon Mort- 
899 gage Corporation? A. The answer is, no. 

Q. I ask you whether or not that transfer was a 
siphoning off of the assets of the Foundation into the 
Mt. Vernon Corporation for an inadequate considera¬ 
tion? 

Mr. Stetson: Objection. That calls for a conclusion. 

The Court: Read the question. 

(Question read.) 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. Did you enter into any fraudulent scheme and con¬ 
nived with the trustees of the Foundation for the purpose 
of obtaining shares of the Longfellow Building Corpora¬ 
tion which might have stood in the name of the National 
Home Library Foundation ? 

Mr. Stetson: The same objection, Your Honor. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. I ask you whether or not you considered the trans¬ 
action involving these two transfers of stock of the Long- 
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fellow Building Corporation involved “arm’s length deal¬ 
ing”? A. I so considered. 

Q. I ask you whether or not it is true that the 1,500 
shares of the Longfellow Building Corporation stock had 
an actual value of $4,000,000? 

Mr. Stetson: Objection, Your Honor. 

The Court: The objection is sustained. 
#«***##*** 

900 Thereupon— 

William Lescaze 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 
**##**#### 

901 Q. Where do you reside? A. In New York. 

Q. What is your occupation or profession? A. I 
am an architect. 

Q. How long have you been engaged in the profession 
of architecture? A. 34 years. 
###*#*##** 

902 Q. Did you pursuant to the terms of the construc¬ 
tion contract supervise the construction of that 

building and pass upon requisitions for payment to the 
contract? A. Yes, sir, I did. 

Q. From the beginning to the end of the job? A. From 
the beginning to the end. 

####**###* 

Q. Mr. Lescaze, that is what is known as a loft type 
building, is it not? A. Yes, it is a loft type building. 

Q. How does that differ from the so-called conventional 
office type of building? A. In several ways. It is 

903 much less expensive in construction, since it per¬ 
mits elimination of subdividing partitions. It also 

permits a simplified system of air-conditioning, since it 
is all one of space. As I remember, in the Longfellow 
Building, we even carried it to the point where we have 
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on alternating floors toilet facilities for male and female, 
which you could not do in an ordinary conventional type 
of office building. 

These are the main points, as I remember. 

Q. Have you made an estimate as to what it would 
have cost as of December 31, 1942 to convert that building 
into a conventional office type building? A. Yes, I have. 

Q. What is that estimate? A. If I remember correctly, 
it is in the neighborhood or it is slightly more than 
$300,000. 

Q. And that is based on costs as of December 31, 1942? 
A. 1942. 

Q. I understand you were also a stockholder of the 
Longfellow Building Corporation? A. Yes, sir. Some 
stock was offered to me at the time of the preparation of 
the contract for services. 

Q. I show you a stock certificate in what is marked 
Plaintiffs’ Exhibit No. 2-A, being certificate No. 18 for 
15 shares in the name of William Lescaze. A. Yes. 
904 Q. Did you ever hold that certificate? A. I 
imagine I did, yes. 

Q. Look at the back of the certificate and tell us whether 
or not the signature William Lescaze, is your signature? 
A. It is my signature. 

Q. Does that indicate to you that you transferred this 
certificate to Roy S. Thurman? A. Yes, sir, I did. 

Q. Under date of September 6, 1939? A. No, under date 
of April 1, 1940. 

Q. April 1, 1940. At the time you transferred that cer¬ 
tificate, did you receive any consideration in money or 
otherwise? A. I did not. 

Q. Why did you make the transfer? A. As I remember 
—but that is sometime ago—because I was told that it 
would help some matters which would make the building 
become a reality. 
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Q. What, in your opinion, was the value of those 15 
shares at the time you transferred them? 

905 The Court: He said he gave them away, didn’t 
he? Didn’t you say you gave them away? 

The Witness: I gave them away for nothing, yes. 

The Court: You want him to put a value on it on the 
theory that it is his property? 

Mr. Denit: It is his property, yes. 

The Court: All right, I will permit him to say. 

The Witness: I didn’t place any value on it, sir. 

##*•#*•#•« 

Cross-examination 
By Mr. Stetson: 

Q. Mr. Lescaze, what was your fee for your services 
in connection with the construction of the Longfellow 
Building? A. My recollection is that it was a number of 
shares plus $55,000 in cash. 

Q. $55,000 in cash? A. I believe that is correct. 

Q. And how many shares of stock? A. Sir, I am very 
hesitant about it. I think it changed in numbers. I think 
at times I was told I would get 35 and eventually I re¬ 
turned 15, though I have now 20 left. I think 

906 that is about correct. 

The Court: You got 15 but you have 20 left? 

The Witness: I got 35 and I gave 15 back and I have i 
20 left. | 

j 

By Mr. Stetson: 

Q. So the original contract, as you recall, called for 
$55,000 in cash plus 35 shares? A. Yes, sir. 

Q. And you ended up with $55,000 cash and 20 shares? i 
A. Yes, sir. 

****#••••• 
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By Mr. Stetson: 

Q. Mr. Lescaze, do you have the contract that you made 
with the Longfellow Building Corporation? A. No, sir. 

Q. Do you know where that contract is, sir? A. My copy 
was destroyed. 

Q. Destroyed? A. It is over 10 years. I don’t keep 
them as far as that. 

907 Q. When did you destroy it, sir? A. I have no 
recollection. 

Q. You don’t know when? A. We regularly destroy— 
we have a small office and not much storage space, and 
we regularly dispose of the papers of jobs which are 10 
or over years old. 

Q. So if the contract was entered into in 1940, it would 
have been destroyed in 1950; is that what you are saying? 
A. Yes, sir. 

Mr. Stetson: May we have the Court’s indulgenece for 
a moment, Your Honor? 

«•***##•#« 

Q. Mr. Lescaze, I show you Plaintiffs’ Exhibit No. 24 
and ask you if you can identify that document? A. I can, 
sir. It is a copy of our contract. 

Q. What contract? A. For the Longfellow Building. 

Q. For your services? A. For my services, correct. 

Q. Now, was that contract performed according 

908 to the terms therein contained? A. Do you have 
reference to the payments? 

Q. Yes. A. I believe it was, sir. I couldn’t tell you 
without looking, if I had them, the monthly payments 
which are described here. 

Q. Isn’t it a fact, Mr. Lescaze, that that contract was 
modified in some form? A. I do not think so. 

Q. You don’t recall that? A. No. 

Mr. Denit: Do you contend that it was? 

By Mr. Stetson: 

Q. I show you a copy of a letter and ask you if you 
can identify that? A. Yes. Oh, I see. When I gave you 


my answer, I meant in cash payments. I didn’t realize 
that you were picking out the number of shares here, 
which as we have discussed before, was changed from 35 
to 20. 

Q. And how was that done, sir? A. By the simple re¬ 
quest by, I believe, to the best of my recollection, Mr. Mit- 
tell: Would I please part with 15 shares, that he was ne¬ 
gotiating for additional help and that would make it pos¬ 
sible for us to get going. 

*##*##*•** 

911 By Mr. Stetson: 

Q. Let me ask you this, Mr. Lescaze. Isn’t it a fact 
that you originally agreed with Mr. Mittell that you would 
perform these services, namely, construction or architec¬ 
tural work in connection with the construction of the 
Longfellow’ Building for an agreed fee of $75,000 A. It 
so appears, yes, sir. 

Q. And isn’t it a fact, sir, that subsequent to that agree¬ 
ment you modified it by reducing the amount of cash you 
would receive and agreed to receive a portion of that com¬ 
pensation in shares of stock ? 

#•#####*** 

912 The Witness: This is not correct. The first pro¬ 
posal, draft proposal, already implied a part of the 

$75,000 amount in stock, namely, $15,000, and the rest in 
cash, namely, 60. Now’, what I ended w’ith w’as 20 shares 
—I don’t know’ whether it is $15,000 or—30 shares, no par 
value, as I see it here. So my 30 shares became 15 and 
my 60 cash became 55 cash. Is that an answer? 
##*####*•• 

913 Q. Well, I w’ill ask you if you cannot remember, 
to refresh your memory from Exhibit 25 before you, 

as to the question asked, namely, w’hether there wasn’t 
a modification as I have recited it on April 17, 1940? You 
may refer to the exhibit, if necessary, to refresh your 
memory. A. It is the date 1940, April 17, and the contract 
is eight days later. 
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Q. Let me ask this question again, Mr. Lescaze: On 
April 17, 1940, didn’t you agree to amend your fee ar¬ 
rangement with Longfellow Building Corporation by re¬ 
ducing the total amount of cash by $5,000; in other words, 
instead of receiving $60,000 of the $75,000, you were to 
receive $55,000 in cash? A. Yes. 

Q. And to compensate for that difference of $5,000, you 
were to increase the total amount of stock from 30 

914 shares to 35 shares? A. Yes, sir. 

Q. And that that increase in stock was an increase 
valued in that modification at what amount? A. I never 
placed any value on the stock, sir. 

Q. I mean, according to your own agreement at that 
time, wasn’t it to increase the stock by $2,500 or by 5 
shares? A. It may have been put that way, but it was 
very immaterial to me. It w^as a piece of paper. 

• •*••••••• 

915 (Plaintiffs’ Exhibit No. 24, previously marked for 
identification, was received in evidence.) 

• •***••••• 

By Mr. Magee: 

916 Q. Mr. Lescaze, as I understood your testimony, 
when you started in vour negotiations with the per¬ 
sons who were trying to build the Longfellow Building 
before it was built to act as the architect, you wanted 
$75,000 for the job, didn’t you, sir? A. I did, sir. 

Q. And as a result of negotiations with the owners, 
you also were to get, in addition to that $75,000, 35 shares 
of stock; is that correct? A. No, sir, that is not my recol¬ 
lection. 

Q. What was your first amount of stock, as you remem¬ 
ber it? A. I never was offered any amount of stock. 

Q. You never were offered any? A. No, not until the 
proposal took the shape which we have discussed with 
counsel, of 75, out of which 60 is cash and I get X num¬ 
ber of shares. That was the first intimation that I would 
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have to take shares or that it would be a nice idea if I 
took shares. 

Q. But you were interested in the cash side of this 
contract, as I understood it, Mr. Lescaze; is that correct? 
A. Yes, sir. 

Q. And you didn’t consider these shares when they were 
offered to you to be of any value at all, did you, sir? A. 
That is correct. 

*•*#•**•*• 

917 Mr. Denit: Call Mr. Koss. 

Thereupon— 

E. Flavelle Koss 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Denit: 

Q. State your full name, please, sir. A. Edward Flavelle 
Koss. 

Q. Where do you live, Mr. Koss? A. 4801 Connecticut 
Avenue, Northwest. 

Q. How old are you? A. I will be 61 next June. 

Q. Were you born in the District of Columbia? A. Yes, 
sir. 

918 Q. Have you lived here all vour life? A. Yes, sir. 
Q. What is your business or profession? A. 

Well, I was a graduate registered pharmacist and now 
I am vice-president-secretary of the Mt. Vernon Mort¬ 
gage Corporation, also assistant secretary-treasurer of 
the Longfellow Building Corporation. 
*##***•*•• 

Q. How long did you follow the profession of pharmacy? 
A. Well, I was practically born in it and up until 1946. 

Q. By born in it, you mean some member of your family 
already operating a pharmacy? A. Oh, yes, my father. 
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Q. Your father! A. Yes, sir. 

Q. And prior to him had some other member of your 
family been operating it? A. Yes, sir. 

Mr. Stetson: Your Honor, we will stipulate this is an 
expert pharmacist, if that is what Mr. Denit is driving 
at. 

Mr. Denit: No, we are trying to show who this gentle¬ 
man that the Government has accused of committing fraud 
really is. 

By Mr. Denit: 

Q. How long were you actively engaged in the 

919 practice of pharmacy and at what address? A. I 
graduated in pharmacy in 1914; was registered that 

same year and was actively engaged in it until 1946, ex¬ 
cept about maybe two years out in World War I. 

Q. During all of that period of time, were you working 
at one address? A. Yes, sir. 

Q. Where was that? A. The northeast corner of 7th 
and Florida Avenue, Northwest. 

Q. That was Koss’ Pharmacy, located next to the base¬ 
ball park, is that correct? A. Yes, sir. 

Q. When did your father die? A. 1938. 

Q. What happened so far as the operation of the phar¬ 
macy was concerned? A. I became the sole owner and 
operator. 

Q. And have been operating it continuously until 1946? 
A. Yes, sir. 

********** 

920 Q. Doctor, will you tell us when your connection 
began and how it began? A. My conection with 

the Mt. Vernon Mortgage Corporation? 

Q. Yes, sir. A. I became connected with the Mt. Vernon 
Mortgage Corporation at its organization, when it started 
business in March, 1938. 

Q. Had you been previously connected with any organi¬ 
zation from which Mt. Vernon Mortgage Corporation was 
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derived? A. Oh, yes. I was one of the liquidating trus¬ 
tees of the closed Mt. Vernon Bank. 

Q. How long did you serve as one of the liquidating 
trustees? A. I think that was four years, sir. 

Q. And after the termination of the liquidating 

921 trust, you became connected with the Mt. Vernon 
Mortgage; is that correct? A. Yes, sir. 

Q. In w r hat capacity? A. I was vice-president and as¬ 
sistant secretary. 

Q. Did you own any stock of the Mt. Vernon Mortgage 
Corporation prior to 1940? A. I had. I think it was 24 
shares out of 10,000. 

Q. How did you derive those 24 shares? A. Well, they 
came from stock ownership in the closed bank. 

Q. Which closed bank? A. The Mt. Vernon Bank. 

Q. The Mt. Vernon Savings Bank? A. The Mt. Vernon 
Savings Bank, yes, sir. 

Q. Did you ever own any stock in the Longfellow Build¬ 
ing Corporation? A. No, sir. 

Q. Now, it appears of record in this case that you were 
and are an officer of the Mt. Vernon Mortgage Corpora¬ 
tion and also of the Longfellow Building Corporation. A. 
Yes, sir. 

Q. Do you recall the acquisition of 833 shares of stock 
in the Longfellow Building Corporation by the Mt. 

922 Vernon Mortgage Corporation? A. Yes, sir. 

Q. Did you participate in conferences of the di¬ 
rectors of the Mt. Vernon Mortgage Corporation with ref¬ 
erence to the purchase of that stock? A. Yes, sir. 

Q. Tell us, please, sir, what factors influenced you in 
voting to acquire that stock. A. Well, there were many 
informal conferences, and it was proposed that Mt. Vernon 
purchase 833 shares of this stock that was up as collateral 
for a loan to the National Home Library Foundation. And 
after a lot of talk and discussion, it was agreed that we 
could offer to pay $25,000. At a later meeting, we learned 
that it would require approximately $30,000 to acquire 
the stock. So our president, Mr. Davison—he indicated 
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to us that if we could go 25,000 and 5,000 more would 
enable the National Home Library to be closed out and 
forgotten or give them a decent burial, as I have heard 
here, then we would go and make the offer, and I think 
that offer was $33.50 a share. 

Q. That was the offer finally accepted; is that correct? 
A. Yes, sir. 

Q. Now, during the course of the period the directors 
of Mt. Vernon Mortgage Corporation were discussing the 
purchase of this 833 shares, did you have any con- 

923 versation with Mrs. Sherman F. Mittell? A. No, sir. 

Q. During the time the directors were discussing 
the purchase of these shares, did you have any conversa¬ 
tion with Mr. Robert B. Craig? A. No, sir. 

Q. During the time the directors were discussing the 
possibility of purchasing these shares, did you have any 
discussions with Mr. Acey Carrawav? A. No, sir. 

Q. You recognize those persons as the trustees of the 
Home Library Foundation, do you not? A. Yes, sir. 

Q. Did any of the three individuals I have named com¬ 
municate with you in any way with respect to purchase 
of those shares of stock? A. No, sir. 

Mr. Denit: You may cross-examine. 

Mr. Magee: No cross-examination, Your Honor. 

The Court: Very well. 

Cross-examination 

By Mr. Stetson: 

Q. Mr. Koss, how many informal conferences did you 
have concerning the purchase of this stock? A. I couldn’t 
name it. We were in daily conference. 

924 Q. In daily conference about the purchase? A. 
No, not about the purchase, no; about many things. 

That was one of them. 

Q. This is one of the things that came up over a num¬ 
ber of days; is that right, sir? A. Probably a number of 
days, yes. This was only one instance to me. It didn’t 
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make any impression on me. This was just an instance 
in the conduct of the business. 

Q. Who originated the idea of purchasing these 833 
shares of stock in your informal conferences? A. I 
couldn’t tell you. It was presented to us as members of 
the board of Mt. Vernon. 

Q. In an informal fashion, sir? A. Not informal, no. 
It wasn’t reduced to formality until later. 

Q. You don’t recall whose idea it was in and among the 
directors? A. No, sir. 

Q. Now, you have been sitting in the court room 
throughout this proceeding, have you not, sir? A. Yes, 
sir. 

Q. And the testimony of the witnesses who have pre¬ 
ceded you hasn’t refreshed your memory as to who pro¬ 
posed this purchase of stock? A. You are asking me for 
my memory as of 1943. 

Q. Yes, I am asking you now whether the testi- 
925 monv of the witnesses has refreshed your memory 
in this respect. A. I haven’t followed it that 
closely. 

#*«***#**• 
Mr. Denit: Call Mr. Sothoron. 

Thereupon— 

L. Harold Sothoron 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Denit: 

Q. State your full name, please, sir. A. L. Harold 
Sothoron. 

Q. You are one of the defendants named in this action? 
A. I am. 

Q. Where do you live, Mr. Sothoron? A. 4320 Wood¬ 
bury Street, University Park, Maryland. 
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Q. How old are you? A. Born in 1896, June 8. 

Q. What is your business or profession? A. I am 
a member of the Bar of the District of Columbia 

926 and Maryland. 

Q. How long have you been a member of the Bar 
of the District of Columbia? A. Since 1924, I think. 

Q. How long have you been a member of the Bar of the 
State of Maryland? A. 1925. 

Q. Since 1924, have you actively practiced your pro¬ 
fession in this District? A. I have, sir. 

Q. Before all the courts of this District? A. Yes, sir. 
Q. Since 1925 have you actively practiced your pro¬ 
fession in the State of Maryland before the courts of that 
State? A. I have, sir. 

Q. In addition to practicing law, Mr. Sothoron, have 
you engaged in any other activity? A. Yes, sir. 

Q. What has that been? A. I have engaged in politics 
to a certain extent. 

Q. Have you held any office? A. Yes, sir. 

Q. What public offices have you held? A. I have been 
elected to the House of Delegates of Maryland and 

927 to the Senate of Maryland and I have been corpo¬ 
ration counsel for several towns in Maryland, and 

I was elected to the Council of State Governors. I served 
on the Board of Governors to the Council of Governors. 
I was appointed member of the Interstate Commission 
on the Potomac River Basin and I was subsequently elected 
chairman of that commission. 

I was on the Water Conservation Commission, which 
are all I recall at the moment. There may be others. 

Q. How long were you a member of the Maryland Sen¬ 
ate ? A. Ten years, two and a half terms, ten years. 

Q. Were you ever president of the Maryland State 
Senate? A. I was, sir. 

Q. When? A. In the sessions of 1950. 

Q. In the practice of law, have you always practiced 
alone? A. No, sir. 
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Q. Would you indicate any associations or partnerships 
in which you were a member? A. I was associated with 
Hayden Johnson, and after his retirement I was in part- j 
ners with Ralph Quinter, Sr. I am now practicing by j 
myself and have since 1942. 

Q. In your law practice, have you devoted yourself to j 
any particular line of the profession or branch of 

928 the profession? A. Well, it has more or less gravi¬ 
tated towards general practice, banking and finance, 

real estate law and some labor union law. 

Q. Are you counsel for any banks? A. Yes, sir. 

Q. What are they? A. General Counsel for the Wal- | 
dorf Bank, general counsel for the City Bank of Washing¬ 
ton, and director of the Citizens Bank of Maryland. 

Q. In 1940 you were a member of the board of directors I 
in the Mt. Vernon Mortgage Corporation; is that correct? j 
A. Yes, sir. j 

Q. When was the Mt. Vernon Mortgage Corporation j 
formed and what was the background of it? A. It was or- i 
ganized in 1936 and began business in 1938, and it origi- j 
nated out of or flowed from the failure of the Mt. Vernon 
Savings Bank in 1933. 

Q. Were you ever an officer of the Mt. Vernon Mort¬ 
gage Corporation? A. Yes, sir. 

Q. When did you become an officer? A. When it was | 
organized in 1936. j 

Q. Did you own any stock in the Mt. Vernon Mortgage 
Corporation at that time? A. No, sir. 

929 Q. Are you now a stockholder of the Mt. Vernon j 
Mortgage Corporation? A. Yes, sir. 

Q. When did you become a stockholder? A. September j 
of 1945. j 

Q. Prior to that time had you held any stock in the 
Mt. Vernon Mortgage Corporation? A. No, sir. 

Q. Are you an officer and director of the Longfellow 
Building Corporation? A. Yes, sir. 

Q. When did you become an officer and director of that 
corporation? A. In April of 1940. 

i 
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Q. What office did you take at that time! A. Vice-presi¬ 
dent. 

Q. Have you continuously since that time acted as vice- 
president? A. Yes, sir. 

Q. And also as a director? A. Yes, sir. 

Q. Are you an officer or trustee of the National Home 
Library Foundation? A. No, sir. 

Q. Were you ever connected with the National 

930 Home Library Foundation? A. Yes, sir. 

Q. In what capacity? A. Trustee. 

Q. When were you elected a trustee? A. In April, I 
think, of 1940. 

Q. How long did you serve as trustee? A. I resigned 
the following February of 1941. 

Q. Do you know why you were elected a trustee of the 
Foundation? A. Yes, sir. 

Q. Why? A. Because the Mt. Vernon Mortgage Cor¬ 
poration’s board of directors requested it. 

Q. Do you know why it requested it? A. Because they 
wanted- 

Mr. Stetson: Objection, Your Honor. It calls for too 
much speculation. 

The Court: The objection is overruled. You may an¬ 
swer. 

The Witness: Thank you. Because they wanted repre¬ 
sentation on the board of trustees while the building of 
the Longfellow Building was in progress. 

By Mr. Denit: 

Q. Mr. Sothoron, did you know the late Sherman 

931 F. Mittell? A. I did. 

Q. When did you first meet him? A. In the 
summer of 1939. 

Q. Under what circumstances? A. He came to my 
office to lay before the committee of the Real Estate Mort¬ 
gage and Guarantee Corporation a proposal. 

Q. What was that proposal? A. The proposal was to 
solicit their aid in the financing of the Longfellow Build¬ 
ing. 
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The Court: Who was this before? 

The Witness: The Real Estate Mortgage and Guaran¬ 
tee Corporation. 

By Mr. Denit: 

Q. What was your connection with the Real Estate 
Mortgage and Guarantee Corporation at that time? A. 
I was general counsel. 

Q. Were you a member of the board? A. I was a mem¬ 
ber of the board. 

Q. Was it before the board of directors that Mr. Mit- 
tell appeared in 1939? A. It was a committee of the 
members of the board, not the full board. 

Q. The committee acting on behalf of the board? A. 
The committee acting on behalf of the board. 

Q. Now, what proposal did he submit to the corn- 
932 mittee? A. He wanted the Real Estate Mortgage 
and Guarantee Corporation to do the secondary 
financing on the Longfellow Building, and he represented 
to them that he was in a position to obtain or had ob¬ 
tained a commitment from the RFC Mortgage Company 
for a million and a half dollars and that that could not 
be disbursed until he was able to furnish adequate sec¬ 
ondary financing, and he wanted the Real Estate Mort¬ 
gage and Guarantee Corporation to agree to do that to 
the extent of about $400,000, was his suggestion. 

Q. What inducement did he offer the Real Estate Mort¬ 
gage and Guarantee Corporation for its participation in 
this secondary financing? A. He offered them the induce¬ 
ment of 50 percent of the capital stock of the Long¬ 
fellow Building Corporation, of 2,000 shares and, of 
course, the second trust note secured by second trust on 
the building and land. 

#*######## 

Q. Now, what action was taken by the committee rep¬ 
resenting the board of directors of the Real Estate Mort¬ 
gage and Guarantee Corporation upon Mr. Mittell’s pro¬ 
posal? A. It was declined. 
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Q. Was any reason given to Mr. Mittcll for re- 

933 jecting it? A. Yes, sir. 

Q. Wliat was that reason? A. The committe 
felt that if they were going to have to finance the secon¬ 
dary construction of the building, they saw no reason 
why they should give up half of the stock; they should have 
it all. The problem didn’t appeal to them at all. 

The Court: You mean, they didn’t think this commit¬ 
ment had any value? 

The Witness: No, ma’am, that is not what I intended 
to convey. They saw no reason why they should spend 
the money for the secondary financing and give away any 
part of the building, because they themselves could obtain 
a commitment for a first trust just as well as Mr. Mittell 
could, and that was not anything significant to them at 
all, that if they were going to furnish all of the secondary 
financing, why, they might as well own the whole build¬ 
ing, which they could very well do. 

By Mr. Denit: 

Q. What, if anything, did you do thereafter in respect 
to Mr. Mittell’s proposal? A. Nothing. 

Q. Did there come a time thereafter when Mr. Mittell 
contacted the Mt. Vernon Mortgage Company in respect 
to obtaining its assistance in financing the Long- 

934 fellow Building project? A. There did come a 
time and that happened, yes, sir. 

Q. When was that? A. In the fall of 1939, November, 
I think. 

Q. Did the board of directors of Mt. Vernon Mortgage 
Corporation ever consider any proposal from Mr. Mittell 
in connection with financing the Longfellow Building? 
A. It did, sir. 

Q. When was that? A. I think it was formally con¬ 
sidered in February of 1940. 

Q. Was it made a matter of record in the minutes of 
the meeting of the board of directors? A. I think it was. 

Q. I show you what has been marked Plaintiffs’ Ex- 
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Mbit No. 23-A and ask you if you recognize that as a rec¬ 
ord of the minutes of a meeting of the board of directors 
of the Mt. Vernon Mortgage Corporation held February 
14, 1940? A. Yes, sir, that is the minutes. 

Q. And do the pages which have been marked Defend¬ 
ant’s ExMbits 2-A, B and C set forth the formal action 
taken by the board at that meeting? A. Yes, sir, I tMnk so. 
Q. After the board of directors formally resolved to 
assist in the secondary financing of the Longfellow 

935 Building, what did you do? A. I proceeded to 
draft, in conjunction with others, the necessary 

and appropriate legal documents as we conceived them 
to be. 

Q. Who was the general counsel or counsel of Long¬ 
fellow Building Corporation as of February 14, 1940? A. 
Mr. Arthur Winn. 

Q. Mr. Arthur L. Winn, Jr.? A. Mr. Arthur L. Winn, 
Jr. 

Q. Did he have anything to do with the preparation of 
the necessary papers and documents to carry out the 
arrangement between Mt. Vernon Mortgage Corporation 
and Longfellow Building Corporation? A. Yes, sir, cer¬ 
tainly, in so far as they related to the Longfellow Build¬ 
ing Corporation, he did. 

Q. Were those documents and agreements prepared 
prior to your becoming a trustee of the Home Library 
Foundation? A. They were. 

Q. Mr. Sothoron, you knew Mr. E. C. Davison, did you 
not? A. I did, sir, very well. 

Q. How long did you know him? A. Since 1927. 

Q. Until the date of his death in 1944? A. That is cor¬ 
rect. 

Q. What, if anything, did Mr. Davison have to do with 
the decision of the directors of the Mt. Vernon 

936 Mortgage Corporation to participate in this Long¬ 
fellow Building financing? A. I think he played a 

very large part in our participation. I don’t know that I 
could say that he dominated it, but he certainly was very 
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enthusiastic about it and gave many reasons which he 
thought justified our participation. 

Q. Could you indicate what they were in the main? A. 
Well, one of the things that he was thinking about and 
expressed was that labor union at that time were very 
anxious to get into the building industry in Washington 
and he was very anxious to see that labor union had em¬ 
ployment, and I think he also had a very, and so expressed 
himself as having, a very kindly interest in Mr. Mittell, 
and he desired to go forward with the program. 

Q. Did you take any active part in connection with the 
construction of the building? A. I did. 

Q. What was that? A. Among other things, the Mt. 
Vernon Mortgage Corporation required that it be given 
the contractual right to select someone to have active 
participation in the physical construction of the Long¬ 
fellow Building, and I was so selected. 

Q. Pursuant to that selection, what work did you do? 
A. I handled the disbursement of all the funds from the 
RFC through my office and checked the vouchers that 
were approved by the engineer and the architect 
937 and submitted them to the RFC for payment, and 
they in turn mailed the checks to the parties in¬ 
dicated in the vouchers. 

Q. Were you compensated for that service? A. I was. 

Q. How much? A. $10,000. 

Q. When was it paid? A. Paid sometime in 1941, May 
of 1941. 

Q. After the building had been completed and was oc¬ 
cupied? A. That is correct, yes, sir. 

Q. What was the date of completion to the point where 
tenants were able to move in above the first floor? A. 
They moved in on February 3, 1941. 

The Court: WTiat month was that? 

The Witness: February 3, 1941. 
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By Mr. Denit: 

Q. Did Mt. Vernon Mortgage Corporation ever pay any 
funds from its own account in connection with the com¬ 
pletion of the Longfellow Building? A. It did. 

Q. How much money was disbursed by Mt. Vernon from 
its own funds ? A. According to the books, $139,000 odd. 

Q. What security did Mt. Vernon Mortgage Cor- 

938 poration get for these payments! A. At the time 
the advances were made, they would receive a note 

which, in turn, was collaterally secured by a second deed 
of trust note in the total amount of $250,000. 

Q. And they are the notes which Mr. Highfield identi¬ 
fied? A. They are. 

Q. Directing your attention to December 31, 1942, what 
was the balance, if you know, on the second trust held by 
Mt. Vernon Mortgage Corporation on the Longfellow 
Building? A. I looked at the books and it shows $90,000. 

Q. Again directing your attention to December 31, 1942, 
how much was the balance of the RFC Mortgage Com¬ 
pany’s mortgage on the original loan of $1,500,000? A. 
I looked at the books and it indicated it had been paid down 
to about $1,375,000. 

Q. So that as of December 1, 1942, $90,000 was due the 
Mt. Vernon Mortgage Corporation and $1,375,000 was due 
the RFC Mortgage Company on account of this building 
project; is that correct? A. That is correct, sir, or at 
least substantially correct—maybe some odd dollars there. 

Q. Directing your attention to January, 1943, did you 
participate in any negotiations in connection with the pur¬ 
chase by Mt. Vernon Mortgage Corporation of 833 

939 shares of stock of the Longfellow Building Cor¬ 
poration from the National Home Library Founda¬ 
tion? A. I did not. 

Q. Did you ever talk to Mrs. Mittell or advise her in 
any way in connection with that purchase? A. I did not. 

Q. Did you ever talk to Mr. Carrawav about that sale? 
A. No, sir, I did not. 
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Q. Did you ever talk to Mr. Robert B. Craig about that 
sale! A. No, sir, I did not 

Q. Did Mrs. Mittell ever write to you about that sale? 
A. She never did. 

Q. Did Mr. Carraway write to you? A. No, sir. 

Q. Did Mr. Craig write to you? A. No, sir. 

Q. Did you make any representation to anybody con¬ 
nected with the Home Library Foundation with respect to 
the value of those 833 shares? A. I did not. 

Q. When did you first learn that there were negotia¬ 
tions on behalf of Mt. Vernon Mortgage Corporation with 
reference to the purchase of those shares? A. Sometime 
in January, the early part of January, ’43. 

940 A. From whom did you learn that ? A. Mr. High- 
field. 

Q. At the time you learned it, was anybody else present? 
A. Yes, sir. 

Q. Who? A. Dr. Koss and Mr. Davison. 

Q. WTiere did you learn about the pending negotia¬ 
tions? A. Beg your pardon? 

Q. WLere did you learn about the pending negotia¬ 
tions? A. In the office of the Mt. Vernon Mortgage Cor¬ 
poration at 9th and G Street. 

Q. Did you participate in any discussion with these 
other gentlemen at that time? A. I did. 

Q. What was the discussion between them? A. The dis¬ 
cussion that I am thinking about is at the time we dis¬ 
cussed the report or request or suggestion from Mr. High- 
field that the stock of the National Home Library Foun¬ 
dation owned by it and the Longfellow Building Corpora¬ 
tion was for sale, and we discussed what, if anything, we 
wanted to do about it. 

Q. WLat did you say about it? A. I said that I thought 
that it was not a good deal for us to go into; I did not 
believe that it was at the time, and I so expressed 

941 myself to that effect in the meeting at that con¬ 
ference. 
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Q. Why didn’t you think it was a good deal? A. Be¬ 
cause I knew that the building had mortgages on it to 
the extent of its cost when it started out, and I saw nothing 
in the general picture that indicated to me that we would 
perhaps be successful in going through a period of years 
with everything getting the breaks in every direction and 
from every point, and we already had in it the $90,000, and 
we had already lent $12,000, and I didn’t think the Mt. 
Vernon Mortgage Corporation at that time was justified in 
putting any further money in the deal or in the project 
by buying the stock. 

Q. At that time were you still a member of the Mary¬ 
land State Senate? A. I was. 

Q. Were you part of any body created by the Senate 
to consider and analyze economic conditions at the time? 
A. I was. The General Assembly of Maryland had cre¬ 
ated a commission known as the Post-War Planning and 
Redevelopment Commission, of which I was chairman of 
its finance committee, and our whole thinking at that time 
was directed towards preventing a depression, and it was 
not within my thinking and that of my associates- 

Mr. Fruit: I object to this. I don’t believe there is any 
question that he can possibly be answering. He was 
942 asked if he is a member of the body and he has 
answered that. 

By Mr. Denit: 

Q. Well, at that time what was you thinking with re¬ 
spect to economic conditions then prevailing? A. My 
thinking, Mr. Denit, was that I didn’t see anything in the 
foreseeable future that, to me at least, indicated a justifia- 
tion of taking somebody else’s money—it was not my 
money; it was the Mt. Vernon Corporation’s money. I 
had an interest to do what I could to preserve and protect 
the Mt. Vernon Mortgage Corporation, and I certainly did 
not believe we should put any more money in the Long¬ 
fellow Building Corporation. Now I recognize I was in 
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error, perhaps, in subsequent events, but that was my 
thinking at the time. 

Q. What, if any, consideration did you give to economic 
and political factors in Washington as you saw them at 
that time? A. Mr. Denit, it was quite obvious that to my 
mind there was going to be sooner or later a change in 
your political situation. The Democrats had been in for 
years and naturally I felt that there was a tempo in the 
atmosphere which indicated there would be a change and 
the policies would not indicate to me that it was conducive 
to any inflation but, rather, we were going into a depres¬ 
sion, and I could not forget the last depression which I 
labored through in 1933. 

Q. What, if any, consideration did you give to the 
943 conditions prevailing in Washington with respect 
to office space at that time? A. Mr. Denit, it was 
common knowledge that the Government was decentraliz¬ 
ing; whether it was going to be temporary or permanent 
was the $64 question. I do know that in the State of 
Maryland we undertook to make it permanent by having 
the social security remain in Maryland, and I was think¬ 
ing, naturally, that other people would do the same thing 
in other States. When you have an agency come into the 
State, they want to keep it there. So that there was that 
element, in my mind, at the time. 

Q. Do you know of any Government agencies that had 
moved from the District of Columbia between 1940 and 
1942? A. The Patent Office certainly was in Richmond. 
The Securities & Exchange Commission was certainly in 
Philadelphia. The Social Security was certain in Balti¬ 
more. Rural Electrification had moved out to St. Louis, 
and Farm Security Administration was in Kansas City, 
to think of some at the moment that were dispersed. 

Q. How about the Bureau of Public Debt? A. I don’t 
recall that specific one, sir, but I am sure there are others. 
I wouldn’t attempt to enumerate them. 

Q. Your district in Maryland had an increase, in Prince 
Georges County? A. It certainly did. 
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944 Q. Did any Government agency move from the 
District of Columbia to Prince Georges County in 

’40 and ’42? A. The Census Bureau moved to Prince 
Georges County. The Agriculture Department built an¬ 
other building at Beltsville. 

Q. Do you know when the Pentagon was completed? A. 
I do know that it was completed in January of 1943. 

Q. Now, notwithstanding the views that you have ex¬ 
pressed and the views that you entertained at the time, 
you voted with the other members of the board to purchase 
this stock? A. I did acquiesce in it, sir. 

Q. Why? A. Because Mr. Davison expressed himself 
as being very favorable towards the purchase of that 
stock and I, certainly as an employee only, having no in¬ 
terest in the corporation, acquiesced in his views. 

Q. Now, as a result, an offer was made to purchase the 
stock for $25,000; is that correct? A. That is true. 

Q. And that offer was rejected? A. That is correct. 

Q. Was there thereafter a conference among the di¬ 
rectors with respect to this purchase? A. There was. 

Q. WTio was present at the conference? A. Mr. High- 
field, Mr. Davison, Dr. Koss and myself. 

945 Q. WTio reported to the conference that the 
$25,000 offer previously made was not acceptable? 

A. Mr. Highfield, the secretary. 

Q. Thereafter, what was done by the board? A. The 
board reconsidered the matter, and in the light of the 
conversations that had been exchanged and views that 
were exchanged between us and the feeling among the 
members that if you had concluded to go to $25,000, an¬ 
other five wouldn’t make or break you, and you might as 
well go ahead and pay the $33.50 and finish up the job 
that you started out to do to help the Foundation dispose 
of its debts and other obligations. 

Q. Wliat, if anything, did Mr. Davison say with respect 
to the proposed transaction? A. I think he was the one 
that primarily spearheaded the idea that we had gotten 
that far in it and there was no reason why we shouldn’t 
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go ahead and increase it $5,000. Subsequently, Mr. Mit- 
tell was friendly to us all and our consideration for the 
family of Mr. Mittell at the time, I think, played some part 
in the consideration. 

Q. Thereafter the transaction was consummated by the 
delivery of a check in payment; is that correct? A. It 
was, sir. 

Q. And you have heard that check referred to and 
946 seen it identified in this proceeding? A. I certainly 
have. 

Q. Mr. Sothoron, do you recollect today just where the 
check was delivered and how it was delivered? A. No, sir, 
I do not. 

Q. At the time you voted with the other members of 
the board of directors of Mt. Vernon to purchase this 
stock for $33.50 per share, what knowledge did you have 
concerning the financial condition of the National Home 
Library Foundation? A. I had no personal knowledge 
whatsoever of it and only what I heard through the lips 
of Mr. Highfield in these conferences. 

Q. Did Mr. Highfield indicate to the board of directors 
that the National Home Library Foundation felt that it 
was in distress and had to unload this stock? 

Mr. Stetson: Your Honor, I object to that question on 
a number of grounds. First, it is a leading question. 
Secondly, Mr. Highfield has already testified as to what 
he told the board. That is the best evidence and not this 
hearsay evidence that is attempted to be produced by that 
question. 

The Court: The objection is sustained. 

By Mr. Denit: 

Q. Did anybody on behalf of the trustees of the National 
Home Library Foundation suggest to you that they were 
obliged to unload this stock at any price they could get 
for it? 

Mr. Stetson: The same objection, Your Honor. 
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947 The Court: Did anyone from the Home Li¬ 
brary— 

Mr. Stetson: He said, did any representative of the trus¬ 
tees do that? 

The Court: Read the question, please. 

(Question read.) 

The Court: Does your question contemplate Mrs. Mit- 
tell or Mr. Craig or Mr. Carraway? 

Mr. Denit: Right. 

The Court: You may answer as to whether of those 
three communicated any information to you. 

The Witness: They did not, sir. 

By Mr. Denit: 

Q. Mr. Sothoron, in voting for the purchase of this 
stock, did you have any purpose or intention of siphoning 
the assets of the Foundation for an inadequate considera¬ 
tion or to defraud the beneficiaries of the Foundation? A. 

I certainly did not. 

Q. In acquiescing in the purchase of this stock by Mt. 
Vernon, did you make any personal profit? A. I did not. 

Q. Were you acting at that time as personal counsel 
of Mrs. Mittell? A. I w^as not. 

Q. You have heard Mrs. Mittell testify that she relied 
exclusively upon you and Mr. Highfield in connec- 

948 tion with all matters following the death of Mr. 
Mittell; is that correct? A. I don’t believe I got 

your question. 

Q. Did you hear Mrs. Mittell testify that she relied ex¬ 
clusively upon you and Mr. Highfield in connection with 
all matters following the death of Mr. Mittell? A. I heard 
some testimony from her to that effect, or the substance \ 
of that. I don’t know whether you are quoting it cor¬ 
rectly. I don’t know whether you want me to verify the i 
question, but I heard that general testimony, yes, sir. 

Q. Following the death of Mr. Mittell, which occurred ! 
in 1942, were you personal counsel of Mrs. Mittell? A. No, j 
sir, I was not. 

7 i 
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Q. Were you the counsel for the National Home Library 
Foundation? A. I was not. 

Q. What relation, if any, did you occupy toward Mrs. 
Mittell? A. That of a friend. I did for Mrs. Mittell, Mr. 
Denit, what I would do for anyone else and what I hoped 
to believe and do believe that any member of the Bar 
would have done for my wife if she had been in the same 
situation. 

Q. Did you prepare minutes of the meetings of the 
Library Foundation in 1942 and ’43? A. I did not phys¬ 
ically prepare them. 

Q. Do you recall whether she discussed any min- 
949 utes with you? A. Yes, she did. She did discuss 
at times the question of discussion on form of min¬ 
utes. 

Q. Was it merely the form of the minutes? A. She 
would tell me the board had met and wanted her to do 
this and asked me to fix it up and asked me if that was 
all right, and I would give her the best judgment I could 
on it at the moment. 

Q. Was that frequent or infrequent? A. It was rather 
infrequent. By that I mean certainly not more than once 
a month or once every two or three months or some such 
time as that. 

953 By Mr. Magee: 

Q. Mr. Sothoron, as I understand it, you were only a 
trustee of the National Home Library Foundation dur¬ 
ing the period of the construction of the building; which 
was approximately a year; is that correct, sir? A. Yes, 
sir. My recollection is it was from April of 1940 until 
February 1941. 

Q. And as I understood it, you assumed those duties 
at the request of the board of directors of the Mount 
Vernon Mortgage Corporation because they were doing 
the secondary financing and wanted you to be familiar 
with the financing and the construction of the building; 


is that correct, sir? A. Yes, sir; it was the result of the 
contractual relationship between the Mount Vernon Mort¬ 
gage Corporation and the National Horae Library Founda¬ 
tion and the Longfellow Building Corporation. 

Q. And as I understood it, you, together with Mr. Winn, 
handled the drafting of the papers in connection with the 
construction of the Longfellow Building; is that correct, 
sir? A. I think that is substantially correct, sir. 

Q. And you were both—Mr. Winn is also a member of 
the Bar; is he not, sir? A. He is, sir. 

Q. And he was acting as general counsel for the 

954 Longfellow Building Corporation? A. He was, sir. 

Q. And did you not know, sir, that Mr. Justice 
Brandeis was acting as counsel for Mr. Mittell and the 
Foundation during that period. 

Mr. Stetson: Objection, Your Honor. 

The Court: What is the ground of the objection? 

Mr. Stetson: If he knows I would not object, but if he 
is testifying from hearsay knowledge, I think it is ob¬ 
jectionable. 

The Court: He is putting the question as of your knowl¬ 
edge, I take it. 

The Witness: May I answer? 

The Court: Yes. Answer it, if you know. 

The Witness: Yes. I attended a conference with Justice 
Brandeis. 

By Mr. Magee: 

Q. And is it not a fact that Mr. Justice Brandeis ap¬ 
proved the original transfer of the 667 shares to the 
Mount Vernon Mortgage Corporation in connection with 
the original financing and guarantee which Mount Vernon 
offered for this construction? A. He certainly offered no 
objection to it, and was told about it. 

Q. And, of course, at that time when that stock was 
transferred there was no Longfellow Building built, 

955 was there, sir? A. No, sir. The Longfellow wasn’t 
started until June of 1940. 
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Q. And at that time yon owned no stock in the Mount 
Vernon Mortgage Corporation; is that correct, sir? A. 
I owned no stock at that time, sir. 

Q. There has been testimony here with reference to a 
$12,000 loan which was made by the Mount Vernon Mort¬ 
gage Corporation to the National Home Library Founda¬ 
tion, for which loan 933 shares of stock of the Longfellow 
Building Corporation were pledged as collateral. Are you 
familiar with that transaction, sir? A. I know there was 
such a transaction. 

Q. Did you not, in fact, know that when that loan was 
made that 94 shares of that collateral stood in the name 
of, and was the property of, Sherman F. Mittell? A. I 
knew that the stock certificate, sir, two stock certificates, 
one for the 91 shares and one for the four shares, were 
in it. 

Q. For four or three? A. One for the 91 shares and 
one for the three shares were in the name, registered in 
the names of Sherman F. Mittell. 

Mr. Stetson: Your Honor, may we ask what time that 
answer relates to? 

956 The Court: Yes. 

The Witness: Well, I looked at the minute book 
very recently and it shows it. 

Mr. Stetson: Your Honor, we move that his answer be 
stricken. In other words, he was not speaking of his knowl¬ 
edge as of that time. He is speaking of his knowledge 
leading from the minute book. I do not think that is 
proper testimony, Your Honor. 

The Court: I am not sure about his answer; whether 
he means that that confirms it or confirms your answer 
or whether you have personal knowledge of it. Do you 
know of your own personal knowledge who the 94 shares 
belonged to? 

The Witness: I do not know who the legal title of shares 
was in. All I know is what the record disclosed on the 
face of the certificate. 

The Court: I will sustain the objection. 
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By Mr. Magee: 

Q. Now, Mr. Sothoron, as I understand it, Mr. Mittell 
through you first submitted the second refinancing matter 
for the Longfellow Building to the Real Estate Mortgage 
and Guaranty Corporation. A. He submitted it to the 
Real Estate Mortgage and Guaranty Corporation. Whether 
he submitted it to someone else prior to that I do not 
know. 

The Court: Where is the Real Estate Mortgage and 
Guaranty Corporation? 

957 The Witness: It was then at 1610 “K” Street, 
Northwest. Mr. L. E. Breuninger was the presi¬ 
dent. 

By Mr. Magee: 

Q. And you were counsel for the Real Estate Mortgage 
and Guaranty— A. I was. 

Q. And Mr. Mittell, as I understood it, did not offer 
667 shares but offered a thousand shares of stock as col¬ 
lateral security—as ownership stock for the financing, 
did he not? A. That is true. 

Q. And it was rejected? A. It was. 

Q. Then there came a time in the fall of 1939 when Mr. 
Mittell sought the aid of the Mount Vernon Mortgage 
Corporation for the second trust refinancing of the Long¬ 
fellow Building; is that correct? A. That is correct; yes, 
sir. 

Q. And the Mount Vernon Mortgage Corporation form¬ 
ally, that is, by its board of directors, considered this pro¬ 
posal of Mr. Mittell’s in February of 1940; is that correct, 
sir? A. It was reduced to a formal resolution as a result 
of many prior conferences. 

Q. At the time that action was taken did you then own 
any stock in the Mount Vernon Mortgage Corpora- 

958 tion? A. No, sir. I never owned any stock in the 
Mount Vernon Mortgage Corporation until Septem¬ 
ber 11, 1945. 

• #*#•##*•• 
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Q. In filing the income tax return of the Mount Vernon 
Mortgage Corporation, is it not a fact, sir, that your stock 
ownership was disclosed to the Bureau of Internal Reve¬ 
nue? A. Yes, sir. It does appear on the income tax return 
of the Mount Vernon Mortgage Corporation. 

Mr. Stetson: Your Honor, I have to ask again what 
stock he is speaking of and what income tax return he is 
speaking of? 

Mr. Magee: I am speaking of the return to the Mount 
Vernon Mortgage Corporation. 

959 Mr. Stetson: I think he ought to ask the witness 
what he is speaking of, Your Honor. 

The Court: Gentlemen, if you will fix the stock that you 
have reference to and the period- 

The Witness: My recollection is that the income tax 
return of the Mount Vernon Mortgage Corporation has a 
blank space in which the stock of the stockholders and of¬ 
ficers appears on that form. I have a distinct recollection 
of having seen it on there. 

Mr. Stetson: What date, sir? 

The Witness: It had to be after September 11, 1945. 
Now, which return I am this minute thinking about, I do 
not know. 

By Mr. Magee: 

Q. In the returns of the Longfellow Building Corpora¬ 
tion, that is the income tax returns, it discloses to the 
Bureau of Internal Revenue the officers of the corpora¬ 
tion? A. It certainly disclosed some of them. 

Q. As I understand it, it was your testimony that the 
person who took the most dominant part in approving 
the arrangement made between the Mount Vernon Mort¬ 
gage Corporation and the Longfellow Building Corpora¬ 
tion for second refinancing, was Mr. Davison. 

*#*#**#•#• 

960 The Witness: I would say that in the origin of 
the transaction Mr. Davison requested us to go into 
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it and find out if it looked like it was a profitable project 
for Mount Vernon to go into. Mr. Highfield and myself 
and Mr. Koss and Mr. Tom Burke did discuss it and we 
finally did come up with recommendations. Mr. Davison 
approved those recommendations and was very enthusias¬ 
tic that we were able to get going a union-built office build¬ 
ing in the District of Columbia, at that time. 

Q. And as I understod it, at that time Mr. Davison vras 
the representative of the controlling stockholder of the 
Mount Vernon Mortgage Corporation; is that cor- 

961 rect, sir? A. He was. He was general secretary- 
treasurer of the International Association of Ma¬ 
chinists, who owned 8200 odd shares out of 10,000 of the 
Mount Vernon Mortgage Corporation common voting stock. 

Q. And what connection, if any, did Mr. Burke have with 
the union? A. Mr. Burke was general secretary-treasurer 
of the Plumbers International Union. 

Q. Was the local union affiliated or connected with that 
union ? A. It was the international union of which he was 
general secretary-treasurer. 

Q. And is that the union which controlled Mount Vernon 
Mortgage Corporation? A. The International Association 
of Machinists owned the 8200 shares of stock of the Mount 
Vernon Mortgage Corporation, not Mr. Burke’s union 
which he was general secretary-treasurer for. 

Q. After the building was completed you then resigned 
as a trustee for the National Home Library Foundation, 
as I understand it. Is that correct? A. I resigned in Feb¬ 
ruary of 1941. 

Q. In connection with the guarantee which the Mount 
Vernon Mortgage Corporation gave to the R.F.C. to com¬ 
plete this building in the event it exceeded in cost 

962 the amount of the R.F.C. loan, do I understand it 
to be your testimony that pursuant to that guarantee 

Mount Vernon Mortgage Corporation put into this project 
$139,000? A. That is correct, sir. 

Q. In December of 1942 there was still owed by the Long¬ 
fellow Building Corporation to the Mount Vernon Mort- 






430 


gage Corporation almost $139,000 in excess of $90,000; is 
that correct, sir? A. I think it was $90,000. 
###*####** 

Q. And there was also owed at that time to the R.F.C. 
$1,375,000; is that correct, sir? A. That is substantially 
correct. Yes, sir. 

Q. And there was also outstanding and unpaid at that 
time a $12,000 loan, was there not, from the National Home 
Library Foundation to the Mount Vernon Mortgage Cor¬ 
poration? A. I do not so understand it, sir. If I under¬ 
stand your question, the Mount Vernon Mortgage Corpora¬ 
tion had lent $12,000 to the National Home Library Foun¬ 
dation, not the reverse of it. 

Q. I meant it that way. I stand corrected, Your Honor. 

Was there such a loan outstanding and unpaid 
963 in December, 1942 ? A. There was a loan of $12,000 
owing bv the National Home Librarv Foundation 
to the Mount Vernon Mortgage Corporation at that date. 

Q. And that was in addition to this mortgage debt of 
$90,000 which you have described? A. The Foundation did 
not owe the Mount Vernon Mortgage Corporation any 
mortgage debt. 

Q. I understand that, but I say this sum was money 
which the Mount Vernon Mortgage Corporation had lent 
in connection with this project, was it not, sir? A. The 
$12,000 was not lent by the Mount Vernon Mortgage Cor¬ 
poration in connection with the Longfellow project. It was 
money lent by the Mount Vernon Mortgage Corporation 
to the National Home Library Foundation. 

Q. In the middle of 1942 the president and founder of 
the National Home Library Foundation, Mr. Sherman Mit- 
tell, died; is that correct? A. That is correct. 

Q. Would you please tell the Court who was the moving 
figure—that is, the person that took the lead—in nego¬ 
tiations for the National Home Library Foundation dur¬ 
ing the time when you were connected with the Foundation 
through the year 1942? 
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Mr. Stetson: Your Honor, I object to the answer to that 
question. 

964 The Court: You object to the answer? 

Mr. Stetson: I object to the question, Your Honor, 
because I think Mr. Sothoron may testify as to what part 
various people played, but as to who was the moving part 
it is certainly a conclusion. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. Did Sherman Mittell, the president of the National 
Home Library Foundation up until the time of his death, 
take a leading part in the affairs of the National Home 
Library Foundation? 

Mr. Stetson: Same objection, Your Honor. 

The Court: The objection is overruled. 

The Witness: I have forgotten the question, Your Honor. 

(Thereupon, the pending question was read by the re¬ 
porter.) 

The Witness: I would say yes, in that I never attended 
a conference in connection with the Foundation’s affairs 
that he was not present. 

By Mr. Magee: 

Q. In January, 1943, after Mr. Mittell’s death, as I un¬ 
derstand it, Mr. Highfield brought to members of the board 
of directors of the Mount Vernon Mortgage Corporation 
a proposal or recommendation that the Mount Vernon 
Mortgage Corporation purchase 833 shares of stock 

965 of the Longfellow Building Corporation registered 
in the name of the National Home Library Founda¬ 
tion: did he not, sir? A. Yes, sir. 

Q. The negotiations pertaining to the purchase of this 
stock were consummated when? A. January 15, 1943, 
according to the books of the Mount Vernon Mortgage Cor¬ 
poration and my recollection. 
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Q. I ask you whether, at that time, you owned any stock 
in the Mount Vernon Mortgage Corporation? A. I did not, 
sir. 

Q. And, as I understand your testimony, you recom¬ 
mended against that arrangement? A. I argued against 
it, sir. 

The Court: You finally voted for it, though, did you 
not? 

The Witness: I did. 

By Mr. Magee: 

Q. And you voted for it because Mr. Davison, represent¬ 
ing the principal and controlling stockholder of the Mount 
Vernon Mortgage Corporation, finally said that he wanted 
the deal consummated; is that correct, sir? A. I say that 
strongly influenced me to acquiesce and vote for it, sir. 

Q. As I understand your testimony, you felt that be¬ 
cause the Mount Vernon Mortgage Corporation had 
966 in this Longfellow Building $90,000, and the Long¬ 
fellow Building project had $90,000 unpaid at that 
time, and that the Mount Vernon Mortgage Corporation 
had lent the National Home Library Foundation $12,000, 
that you did not feel that the Mount Vernon Mortgage Cor¬ 
poration was justified in putting any further money in 
either the deal, the project, or the stock; did you not, sir? 
A. I think that is what I testified to; yes, sir. 

Q. And at that time you were actually considering and 
analyzing economic conditions as a member of the Legisla¬ 
ture of Maryland, were you not, sir ? A. I was undertaking 
to do so, sir. 

Q. And as \ understood your testimony concerning your 
thinking—and the thinking of associates that you dis¬ 
cussed it with—in connection with economic conditions at 
the time, you feared that the same situation might result 
in the economic field in the United States at the end of 
World War IT that resulted at the end of World War I, 
and that instead of there being inflation there might be a 
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depression and deflation; is that so, sir? A. That was 
my thinking; yes, sir. 

Q. Could you tell the Court, Mr. Sothoron, what would 
have been the economic position of the Longfellow Build¬ 
ing Corporation if instead of inflation having followed the 
construction of the building, deflation came in, and 

967 particularly in the event that in that picture the 
government exercised its 30-day option and can¬ 
celled its lease of the Longfellow Building. 

Mr. Stetson: Your Honor, I object to the question as 
calling for the highest type of speculation from a witness 
who is not qualified to answer. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. What would have been the effect on the economic posi¬ 
tion of the Longfellow Building Corporation had the United 
States Government exercised its option and cancelled this 
lease subsequent to 1941? 

Mr. Stetson: Same objection, Your Honor. 

The Court: Objection sustained. 

By Mr. Magee: 

Q. Is it not a fact, anti don’t you know, Mr. Sothoron, 
that the Longfellow Building is what we call a loft type 
building? A. I do not, sir. 

Q. As I understand it, the Longfellow Building Corpo¬ 
ration had obtained from its architect an estimate, ap¬ 
plicable to the period December, 1942, and early 1943, that 
in the event it was necessary to convert the Longfellow 
Building from a loft type building to a conventional office 
type building that the cost would be in excess of 

968 $300,000; is that correct, sir? A. Yes, sir. 

Q. As I understood it, you were acting as counsel 
for various companies who were interested in mortgage, 
stocks, and buildings during 1942 and 1943; were you not, 
sir? A. Yes, sir. 
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Q. And you were also active in and studying the eco¬ 
nomic conditions that existed in 1942 and 1943; were you 
not, sir? A. In part; yes, sir. 

Q. Did you have any knowledge at that time about 
whether or not there was a real probability of obtaining 
a single tenant for the entire Longfellow Building in the 
event that the United States Government exercised its 30- 
day option and cancelled its lease? A. I had sufficient in¬ 
formation to make it a grave fear and apprehension, sir. 

Q. Do you know whether or not, that is, this building 
could be utilized by a single tenant such as a department 
store? A. I do know that it could not be. 

Q. And why could the building not be used by that type 
of single tenant. A. It was not constructed for that pur¬ 
pose. Its ceilings were not high enough. 

969 Q. Did it have sufficient and properly placed ele¬ 
vator service for that type of operation? A. We 
were told by Franklin Simon Company that it would not 
have been available or suitable for a department store. 

Q. Is it not a fact that after December of 1942 you added 
a fifth elevator to this building? A. That is true. 

Q. And can you tell us, sir, what that elevator cost? A. 

Some ninetv odd thousand dollars. 

* 

Q. Is it true, as Mr. Lescaze testified, that you had al¬ 
ternating toilet facilities? That is, toilets for females on 
one floor and toilets for males on another in this building? 
Is that a fact, sir? A. That is a fact. 

Q. Can you tell us, and give us your opinion, from the 
facts as you knew them in 1942 and 1943, that it -would be 
necessary to remodel this building in the event the govern¬ 
ment cancelled its lease, in order to get satisfactory ten¬ 
ants? 

Mr. Stetson: Objection, Your Honor; it calls for specu¬ 
lation. 

The Court: Objection sustained. 
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By Mr. Magee: 

Q. Is it not a fact that the total expenditures of 

970 the Longfellow Building Corporation during the 
period 1941 to early 1943 exceeded its gross in¬ 
come? 

Mr. Stetson: Objection, Your Honor. The books are the 
best evidence on that. 

The Court: He may answer, if he knows. 

The Witness: I would say that the cash going out was 
more than the cash coming in. 

The Court: Are you counting in that the principal pay¬ 
ments on the mortgages? 

The Witness: Yes, Your Honor, that is cash going out. 

The Court: So that would include the payment for the 
building and ground as represented by the one trust that 
was on there? 

The Witness: No, I am not thinking in those terms at 
all, Your Honor. I was trying to answer his question and 
it has no relationship to what I think Your Honor is re¬ 
ferring to. 

May I explain my answer? 

The Court: Yes. 

The Witness: I assume that your question had nothing 
to do with the construction of the building. 

Mr. Magee: No, sir. It did not. It had to do with 
income and outgo. 

The Witness: After the building was constrducted the 
total amount of rent received was fixed by a formula 

971 in the deed of trust. That formula provided for 
all of the items that would go into the operation of 

the building, including the curtailments on the first trust, 
plus an item of two and one-half per cent on an alleged 
equity of $500, making the dollar figure on that two and 
one-half per cent of $12,500. That $12,500 was the only 
available money that could possibly have been available 
to the Longfellow Building Corporation for any purposes 
whatsoever, and for which it had to be used to pay the 
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interest and curtailments on the Mount Vernon Mortgage 
Corporation’s second trust. 

The Court: Yes, but the total outgo would include these 
payments that you were making on the principal and in¬ 
terest of the first trust, would it not? 

The Witness: That is absolutely true. That formula 
included $135,000 which would be applied against the ob¬ 
ligations of the first trust. But that money was not avail¬ 
able to the Longfellow Building Corporation for any pur¬ 
pose other than to pay it to the R.F.C. 

It is true, if Your Honor please, that that did decrease 
the debt liability on the mortgage. If the value of the 
asset stayed up the equity remained; if it went down it 
evaporated. But the only available fund of spendable 
money was the $12,500 out of which the Longfellow Build¬ 
ing Corporation had to pay its Mount Vernon Mortgage 
Corporation curtailments and interest on their first 
972 trust, and whatever salaries if any could be paid so 
long as the R.F.C. mortgage was unpaid. 

By Mr. Magee: 

Q. As I understand it, Mr. Sothoron, your thinking at 
the time was also colored, effected to some extent, by the 
knowledge which you had that in 1942 and 1943 the United 
States Government was engaging a policy of decentraliza¬ 
tion and removing agencies from the District of Columbia 
to other parts of the United States, were you not, sir? A. 
Yes, sir. I couldn’t ignore that. 

Q. You testified that you knew of a number of agencies 
that had actually physically be moved from the District of 
Columbia to other parts of the United States? A. I did. 

Q. And notwithstanding that the building had been built 
at the request of, and for the use of, the R.E.A of the 
United States Government. That agency was moved out 
of that building within a few months after completion, was 
it not, sir? A. That is true. 
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Q. As a result of further discussions with the members 
of the board, it is my understanding from your testimony 
that the original offer to purchase 833 shares of stock of 
the Longfellow Building Corporation, standing in the name 
of the National Home Library Foundation, was 

973 raised from approximately $30.00 a share to $33.50 
per share. Is that correct, sir? A. That is correct, 

sir. 

Q. And is it not a fact that Mr. Davison took the lead¬ 
ing part in obtaining that increased purchase price in your 
discussions in the board of the Mount Vernon Mortgage 
Corporation ? 

Mr. Stetson: Objection, Your Honor. I think that ques¬ 
tion was already asked and Your Honor ruled on the 
validity of the question. I think this is an attempt to 
come back to the same question, Your Honor, in face of 
Your Honor’s ruling. I object to it strenuously. 

The Court: Objection is sustained. 

By Mr. Magee: 

Q. Is it not a fact that Mr. Davison “primarily spear¬ 
headed” the idea in approving this increase? 

Mr. Stetson: Objection, Your Honor. 

Mr. Magee: Your Honor, Page 945 of the record, the 
second answer from the bottom of the page. 

The Court: You may answer. 

The Witness: I think that is a fair characterization of 
Mr. Davison’s participation in that problem, sir. 

By Mr. Magee: 

Q. As a matter of fact, Mr. Davison and Mr. Mittell, 
during his lifetime, were quite friendly and that was 

974 one of the considerations which Mr. Davison used 
in discussing this matter before the board of the 

Mount Vernon Mortgage Corporation, was it not, sir? A. 
That was certainly discussed. 
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Q. And your board of the Mount Vernon Mortgage Cor¬ 
poration after these discussions concluded, did it not, 
that this was an appropriate way in which to aid the Na¬ 
tional Home Library Foundation solve its then stressed 
financial condition, did it not, sir? A. I think after we 
had made the offer of $30.00, that the other $5,000 seemed 
to be not so important. Whether it went up another five 
would neither make us or break us. If we were wrong in 
the $30.00 we were wrong in the $33.50. It didn’t make 
too much difference in that $5,000. 

Q. And were you told by Mr. Highfield that this sum 
of $33.50 a share was needed by the Foundation if it were 
to liquidate its necessitous debts? 

Mr. Stetson: Objection, Your Honor. That calls for 
hearsay. 

Mr. Magee: There were negotiations in the board. 

Mr. Stetson: Your Honor, that same question was ob¬ 
jected to yesterday and Your Honor sustained the objec¬ 
tion. 

The Court: Objection sustained. 

Mr. Magee: I will reframe the question by adding 
975 thereto in discussions among the members of the 
board of the Mount Vernon Mortgage Corporation 
concerning this transaction. 

Mr. Stetson: Same objection, Your Honor. 

The Court: Well, I will overrule the objection. You may 
answer. Was this at the time of a formal meeting? 

The Witness: It was at a time when Mr. Davison, Mr. 
Highfield, Doctor Koss, and myself were discussing the 
problem to buy or not to buy. 

(Thereupon, the pending question was read by the re¬ 
porter as follows): 

“Q. And were you told by Mr. Highfield that this sum 
of $33.50 a share was needed by the Foundation if it were 
to liquidate its necessitous debts in discussions among the 
members of the board of the Mount Vernon Mortgage Cor¬ 
poration concerning this transaction?” 


The Witness: We certainly were told by Mr. Highfield 
that he had been informed that those were the debts of 
the Foundation; yes, sir. 

By Mr. Magee: 

Q. And that this sum was needed to pay off the debts? 
That is, this increase in price was needed to pay off j 

976 its debts? A. That was the information he told us j 
that he had obtained from the trustees or officers | 

of the Foundation. 

Q. Mr. Sothoron, you testified after the death of Mr. j 
Mittell, the president of the National Home Library Foun- j 
dation, that vou did what you could to assist Mrs. Mittell i 
who was trying to carry on the affairs of the Foundation, 
by giving her advice when she asked for it. Is that cor- ! 
rect, sir? A. That is substantially correct; yes, sir. 

Q. And when she had a problem concerning the language ; 
to be used in connection with the preparation of minutes 
of the National Home Library- Foundation she consulted 
with you and you advised her of the appropriate legal lan¬ 
guage to use. Is that correct, sir? A. That did happen 
on one or two occasions. i 

Q. And that you further did this as a friend of Mrs. j 
Mittell because you felt that if your wife were in the same j 
situation you hoped that some member of the Bar would | 
afford her the same type of aid and advice. Is that not i 
so, sir? A. I did say that, sir. I believe it. j 

Q. And in asking your advice on the form of minutes I 
you have testified that she would tell you what the board | 
of the Foundation had agreed upon and then you would at- j 
tempt to help her put that in the appropriate lan- ! 

977 guage. Is that correct, sir? A. If I may suggest | 
it generally took this form. She would read some- j 

thing over the telephone and say, “This is what I have got 
down here. The board did this. Is that all right?”. I 
would say, “Yes, it sounds all right to me,” or, “I sug- ; 
gest you change the language to make it read smoothly.” I 










440 


Q. Had you finished, Mr. Sothoron? A. Or I would tell 
her it sounded all right to me or suggest that she change 
the language to make it read a little smoother or sound a 
little better, perhaps; but most of the time she had it down 
pretty good. 

Q. And in giving her that advice did you give her your 
best judgment, sir? A. I certainly thought I was, sir, and 
I believe I did. 

Q. Mr. Sothoron, I ask you with particular reference to 
paragraph 11 of the complaint filed in this action, whether 
it is true that in participating in the making of the 
agreement between Mount Vernon Mortgage Corporation 
and the Longfellow Building Corporation, under which the 
Mount Vernon Mortgage Corporation agreed to furnish 
any sum necessary in excess of $1,500,000 to complete the 
building, considered or knew that the building would 
978 not exceed $1,500,000? A. "We did not know that it 
would not exceed $1,500,000, and we did not believe 
that it would be less than $1,500,000. 

Q. Did you—again referring to paragraph 11 of the 
complaint—believe that Mount Vernon’s guarantee was 
without substantial value and was a token assumption of 
responsibility? A. I certainly believed, and still do, that 
it was of great value—the guarantee of the Mount Vernon 
Mortgage Corporation—and could have been very dis¬ 
astrous to the Mount Vernon Mortgage Corporation in 
the construction of that building. And if I might say, sir, 
that one of the very great hazards was that if we had 
struck water on the Longfellow site, as we did in the May¬ 
flower Hotel, we would have been bankrupt, because that 
stream flows down Connecticut Avenue, and that was a 
great hazard. 

Q. Is it proper to state that you consider this allega¬ 
tion that charges you with knowing that this guarantee 
had no substantial value, and was a token assumption of 
responsibility, as f o1 se? A. It is certainly not predicated 
on facts. 
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Q. I ask you, with particular reference to paragraph 
14 of the complaint filed in this action, prior to April 2, 
1940, you and Mr. Highfield and Mr. Koss were in exclu¬ 
sive dominion and control of Mount Vernon Mort- 
979 gage Corporation? A. That is not a fact, and I 
never considered it so, sir. 

Q. With particular reference to the allegations 
contained in paragraph 18, I ask you whether or not, at 
the time the original 667 shares of stock were acquired by 
the Mount Vernon Mortgage Corporation, and at the time 
the Mount Vernon Mortgage Corporation acquired title 
by purchase to 833 shares of stock to the Longfellow Build¬ 
ing Corporation, you did that for your own benefit and 
personal gain? A. I did not, sir. 

Q. Did you, at that time, get any gain whatever out of 
this situation ? A. I did not, sir. 

Q. I ask you whether you participated in a transaction, 
to the substantial prejudice of the National Home Library 
Foundation and its unknown beneficiaries in that you were 
seeking to have the assets of the Foundation siphoned off 
to the Mount Vernon Mortgage Corporation for inadequte 
consideration. 

Mr. Stetson: I object to that, Your Honor. I think there 
is only one person in this Court who is competent to an¬ 
swer that question. That is, Your Honor. It calls for a 
conclusion by this witness, as to the ultimate issue in the 
case. 

The Court: The objection is sustained. 
#*•*##**•• 
981 By Mr. Magee: 

Q. Is it true, Mr. Sothoron, that on January 1, 1943, 
you knew that the stock of the Longfellow Building Cor¬ 
poration represented an equity in the Longfellow Build¬ 
ing of at least $2,000,000 plus the value of all surplus 
available since the construction of the building? 
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Mr. Stetson: Objection, Your Honor. It is beyond the 
scope of direct examination. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. And is the further allegation true, that you knew 
that on January 1, 1943, the Longfellow Building Corpo¬ 
ration stock had an actual value of $1,045.00 per share? 

Mr. Stetson: Same objection, Your Honor. 

The Court: The objection is sustained. 

Bv Mr. Magee: 

Q. Mr. Sothoron, is it your opinion or did you know that 
on January 1, 1943, that 933 shares of stock of the Long¬ 
fellow Building Corporation had a total actual value of 
$974,985.00 in relation to paragraph 24 of the complaint? 

Mr. Stetson: Same objection, Your Honor. 

The Court: Objection sustained. At this time we will 
take a recess of five minutes. 

(Thereupon, a short recess was taken.) 

982 Mr. Magee: Shall I continue, Your Honor? 

The Court: Yes. 

Bv Mr. Magee: 

Q. With particular reference to the allegations in para¬ 
graph 26 of the complaint, in your capacity as a director 
and officer of the Longfellow Building Corporation, Mr. 
Sothoron, were you well aware, and is this statement true 
or false, that in January of 1943 the actual value of the 
Longfellow Building stock based on conservative, un- 
speculative considerations and supported by past and pros¬ 
pective earnings, was not less than $1,045 per share? 

Mr. Stetson: Objection, Your Honor. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. With particular reference to the allegations of para¬ 
graph 28, did you believe and were you of the opinion in 
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January of 1943 that the price of $33-50 per share paid 
for the Longfellow Building Corporation stock, owned 
by the National Home Library Foundation, was inadequate 
and constituted a sacrifice by the Foundation? A. I cer¬ 
tainly was not aware of any such condition existing at that 
time at all but, on the contrary, I thought it was all that 
the stock was worth. 

Q. And didn’t you feel that your agreement to acquire 
the stock, that is, the agreement which you described 

983 which was negotiated on behalf of the Mt. Vernon 
Mortgage Corporation, was in fact the result of 

arm’s length dealing? A. It certainly was, as far as I 
was concerned. 

Q. Did you have any different opinion with respect to 
the 100 shares of stock that were acquired for a price of 
$33.50 per share by Mr. Wittell? A. No, sir. 

Q. Mr. Sothoron, why did the Longfellow Building Cor¬ 
poration have Mr. Leseaze make this survey in 1942-43 
concerning renovating costs of the Longfellow" Building? 
A. We wanted to know what it would cost in the event the 
Government moved out to replace the building or convert 
the building into mutiple tenant purposes. 

Q. Wliy w"ere you interested in finding out wrhat it w-ould 
cost to renovate this building for multiple tenant purposes 
as distinguished from it being used by a single tenant? 
A. I think it was flowing largely from the thinking that 
there are very few large industries or companies in Wash¬ 
ington that would use that much loft space, and w*e wanted 
to be in a position to know what it would cost in the event 
the Government moved out, how much money v-e w-ould be 
expected to have to provide for or make provisions for. 

Q. Did you believe that there w-as a real probability 
that the Government might exercise its 30-day option to 
cancel its lease and might move out of the building? 

984 A. We certainly felt at the time that it was more 
than a possibility and a probability, and w T e had to 

take provisions to hedge against it, if possible. 

*#*###*••• 
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991 Q. Now, who else was on this committee of the 
Real Estate Mortgage and Guarantee Corporation 

in the summer of 1939, when Mr. Mittell appeared before 

the committee? A. The board consisted of- 

The committee, I am asking about. A. Oh, all right. At 
that meeting were Mr. Lewis T. Breuninger, John 
Brawner- 

Q. John Brawner? A. John Brawner—Ralph 

992 Quinter, Sr., Horace G. Smithy, Wilmer F. 

Stickle- 

Q. Pardon ? A. Wilmer F. Stickle, and Colonel Cooper, 
Wade H. Cooper. There may have been someone else; I 
don't specifically recall. I am inclined to believe that Sol 
Lansburg was present. 

Q. Did that include the entire board of directors of that 
corporation? A. No, it did not. 

Q. Without naming them, how many additional mem¬ 
bers of the board were there ? A. I think there were eleven 
members of the board, if I am not mistaken. 

Q. Including these names? A. Yes. There may have 
been more than that. I could figure it out. I think it is 
about eleven members of the board, 11 or 12. 

Q. But that is including these names? A. Including 
those, not in addition thereto. 

Q. When did you first hear about the National Home 
Library Foundation ? A. At that meeting in my office 
on that occasion, when Mr. Mittell and the committee from 
the Real Estate Mortgage board met. 

Q. Did anybody accompany Mr. Mittell to that 

993 office, to that meeting? A. I am inclined to believe 
Mr. Winn was present, although I am not too sure 

about that. I believe Mr. Winn was present. 

Q. Anybody else? A. No, unless there was another di¬ 
rector of the Real Estate Mortgage present. 

Q. Isn’t it a fact, Mr. Sothoron, that at that meeting 
you learned what the purposes of the National Home 
Library Foundation were? A. I do not believe that very 
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much, if anything, was said about the National Home 
Library Foundation. The reference to it was that Mr. 
Mittell was president of the National Home Library Foun¬ 
dation. I think he introduced himself in that manner, but 
as to what it was doing I do not believe it was the subject 
matter of any discussion. 

Q. And Mr. Mittell never mentioned anything beyond the 
point that he was president of that Foundation at that 
meeting? A. I think he introduced himself under that 
title. 

Q. I ask you, did he mention anything beyond that point 
concerning the Foundation? A. To my best recollection 
and knowledge, he did not. 

Q. Did you see Mr. Mittell between the time of that 
meeting and the fall of 1939, when he appeared before the 
board of the Mt. Vernon Mortgage Company? A. If I 
did, I was not conscious of it. I did not recognize him 
and have no recollection of ever speaking to him 
994 or seeing him. 

Q. When Mr. Mittell appeared before the board 
of the Mt. Vernon Mortgage Company in about Novem¬ 
ber, 1939, did he tell the board at that time the purposes 
of the National Home Library Foundation? A. I do not 
believe he did. I have no recollection of him going into 
any details in connection with the functions of the Founda¬ 
tion. His conversations were directed to the question of 
financing a proposed office building by a corporation which 
he had already organized and was president of. 

Q. In his discussions before the Real Estate Mortgage 
and Guarantee Corporation committee, did Mr. Mittell 
make it known why he wanted to retain 1,000 shares of 
the stock in the Longfellow Building Corporation? A. I 
would say that in his presentation of the proposal, rightly 
or wrongly, I assumed that the other thousand was in the 
possession of, and unissued, of the Longfellow Building 
Corporation. 
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Q. And you don’t recall that he made any reference to 
the National Home Library Foundation in connection with 
those other thousand shares? A. No, sir, he did not. 

Q. Now, in the negotiations with the Mt. Vernon Mort¬ 
gage Corporation in 1939, did Mr. Mittell make known 
the purposes of the National Home Library Founda- 

995 tion? A. Did you say at the Mt. Vernon Mortgage 
or the Real Estate Mortgage? I didn’t get your 

question. 

Q. Mt. Vernon. A. To the best of my recollection, the 
purposes and objects of the National Home Library Foun¬ 
dation were not the subject matter of discussion by Mr. 
Mittell in the negotiations with either the Real Estate 
Mortgage and Guarantee Corporation or the Mt. Vernon 
Mortgage Corporation. 

Q. And it never came up during those negotiations? A. 
The purposes of the Foundation were not discussed. 

Q. The nature of it? A. The nature of the Foundation 
was not discussed. He was interested in obtaining secon¬ 
dary financing for the Longfellow Building Corporation, 
and what the relationship of the Foundation to the Long¬ 
fellow Building Corporation at that time -was was not the 
subject of discussion. 

Q. When did it first come to your knowledge, sir, that 
there was any connection between the Longfello\v Build¬ 
ing Corporation and the National Home Library Founda¬ 
tion? A. It was well towards February of 1940. 

Q. Was it before the decision of Mt. Vernon to go ahead 
with the plan? A. Yes. It w*as before 1940, because the 
proposal that the Mt. Vernon finally agreed to as a result 
of these series of negotiations w*as embodied in the 

996 resolution that was passed by the board of the Mt. 
Vernon sometime in February of 1940. 

Q. Did Mr. Davison ever advise you or the board 
in general concerning the objects and purposes of the 
National Home Library Foundation? A. He never advised 
me on it. I have heard him discuss that matter in general 
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terms about what Mr. Mittell was trying to do and wliat 
a laudable purpose it was, that he had this idea of selling 
cheap books. 

Q. Who was he discussing it with, sir? A. It would 
be in these discussions between the members of the board 
of the Mt. Vernon Mortgage Corporation in a casual con¬ 
versational sort of way. 

Q. So he discussed it with you, did he not? A. Yes. 
Mr. Davison discussed those things casually, which made 
no impression particularly on me at the time. I was not 
interested in the National Home Library Foundation one 
way or the other. 

Q. Have you ever been interested in it? A. I have not 
had any specific interest in the National Home Library 
Foundation except in so far as the problem of constructing 
and its relationship to the Longfellow Building Corpora¬ 
tion during the construction of the building. 

Q. Have you ever read the charter of the National 
Home Library Foundation? A. Yes, I read it here the 
other day. 

997 Q. For the first time? A. T think it was. 

Q. Have vou ever read the by-laws to the Founda- 
tion? A. Yes, I read them the other day. 

Q. For the first time? A. I think so. 

Q. Did you ever read the minute book of the Founda¬ 
tion? A. Yes, in the last year or so. 

Q. For the first time? A. Yes. I have heard portions 
of it read before. 

Q. On what occasion? A. Well, on the occasions of 
meetings when the matter pertaining to the financing of 
the building of Longfellow, and the issuance of stock in 
which they were to participate at the time that I was on 
the board in April of 1940. I was aware of those min¬ 
utes. 

Q. You read the minutes at that time? A. I read those 
minutes, yes, sir. 

Q. The minutes pertaining to the meetings when you 
were a trustee? A. Yes, sir. I think it was two or three 
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minutes in April, two or three meetings in April, 2nd, 9th, 
10th, perhaps, somewheres along in there. 

Q. Were they in the book when you read them? A. 
They certainly were. 

998 Q. It was not the practice of the Foundation to 
keep the minutes lying around loose then; they were 

all bound in the book; is that right? A. I never saw them 
lying around loose. They had them in the right compact 
form when I saw them in a book. 

Q. Didn’t you know, Mr. Sothoron, that the Longfel¬ 
low Building was conceived by Mittell with the plan in 
mind of financing the National Home Library Founda¬ 
tion? A. I have subsequently learned that. I did not 
know it at that time. 

Q. When did you learn it for the first time? A. Well, 
it was certainly in 1940, after the building had got started, 
it was being in the course of construction. 

Q. What do you mean, started, the construction got 
started? A. The construction of the building, yes. 

Q. That is the first time you learned the purpose of the 
Longfellow Building? A. That is the first time I head 
any indication that the National Home Library Foundation 
ever conceived or thought of the idea of moving into the 
building, and it was announced very casually in the con¬ 
versation that Mr. Mittell had with myself and Mr. High- 
field, and Mr. Winn was present, I think, that he thought 
at one time the Foundation would furnish quarters, would 
have quarters in the building, but that was out 

999 and they abandoned that idea of ever having quar¬ 
ters in the building. 

Q. What about the production of income for the pur¬ 
poses of the Foundation; wasn’t that discussed at the same 
time? A. No, sir, I do not think that that specific phase 
of the Longfellow Building was discussed. 

Q. When did you first learn of that? A. I would say it 
was quite a long time before I became aware that Mr. 
Mittell was depending upon the income from the Long¬ 
fellow Building to run the Foundation. 


* 


* 


% 


¥ 


¥ 


449 

Q. You say a long time. When was it, sir? A. It was 
certainly a year or so after the building had been started 
and probably was finished. 

Q. Sometime in ’42, then, that you learn of that; is that 
right, sir? A. I would think it was after the building was 
finished, yes. 

Q. It was still during Mr. Mittell’s lifetime, was it? A. 

I hope it was. I don’t think I talked to him after he was 
dead, sir. 

Q. Oh, you learned this from Mr. Mittell? A. Yes. 

Q. Who was the general counsel for the National Home 
Library Foundation when you were a trustee? A. I don’t 
know that they had any special general counsel other 

1000 than the fact that they probably called upon Justice 
Brandeis occasionally for advice, I guess; that I 

do not know, except the occasions I visited Justice Brandeis. 

Q. How many occasions did you visit Justice Brandeis? 

A. On two. 

Q. When? A. February, I think, of 1940 and probably j 
in March or maybe April following, about a month or so j 
later. j 

i 

********** 

! 

Q. Did you know the Justice personally? A. No, only I 
as a lawyer and a judge. I didn’t know him j 

1001 personally. 

******* # • • 

Q. What was the purpose of the first meeting? A. I 
think Mr. Mittell wanted me to meet the Justice, and I 
was very delighted to have the pleasure of going up there j 
to talk to him about the matter Mr. Mittell was interested 
in, and w*e had a very pleasant half or three-quarters of J 
an hour, and he gave me a very fine autographed picture j 
of himself, which I am very proud of. 

i 

******* * * * i 

Q. Did you discuss any business at that time? j 

1002 A. I did not. Mr. Mittell related to him in sub- j 


i 
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stance tliat I and Mr. Highfield represented the Mt. 
Vernon Mortgage Corporation and we had agreed to the 
secondary financing and generally what we were to receive, 
the general terms of it, and he expressed satisfaction 
with it. 

Q. When you were a trustee of the Foundation, who 
filled out the tax returns of the Foundation? A. I do 
not know. 

Q. Were taxes ever discussed among the trustees of 
the Foundation? A. They were not discussed in my 
presence. 

Q. As a lawyer, didn’t you raise some question as to 
the payment of taxes? A. I did not. 

Q. Isn’t it a fact, Mr. Sothoron, that you knew that 
the Foundation was a tax-exempt charity by a ruling of 
the Bureau of Internal Revenue? A. I think I subse¬ 
quently found that out, yes. 

Q. You didn’t know it at the time you were serving on 
the board? A. I don’t believe I did. I don’t believe it 
was ever talked about or discussed. 

Q. And while you were a trustee, you never investigated 
the subject of the payment of taxes? A. No, sir, I did 
not. 

1003 Q. Did the Foundation at that time keep any 
books or records of its income and expenditures? 
A. I do not know. 

Q. You never saw such records? A. I did not. 

Q. Did it keep any records outside of a minute book, 
to your knowledge? A. Of my personal knowledge, I do 
not know. 

Q. Did you know anything about the Foundation when 
you were serving as a trustee, sir? A. Very little, except 
in so far as its action affected the Longfellow Building 
Corporation and the Mt. Vernon Mortgage Corporation. 

Q. How did its action affect the Mt. Vernon Mortgage 
Corporation? A. Well, it had borrowed money from the 
Mt. Vernon Mortgage Corporation and its action could 
have affected that, and it was certainly of sufficient im- 


portance to the management of the Mt. Vernon Mortgage 
Corporation that they deemed it advisable to request that 
we be given a position on the board of trustees during 
the construction of the building, and that request was very 
readily granted and the trustees, I believe, were increased 
so that we could go on, and it was subsequently decreased 
when we went off. I 

| 

#••••##••# 

1004 Q. Isn’t it a fact that the Mt. Vernon Mortgage j 
Corporation required the National Home Library j 

Foundation to endorse certain notes of the Longfellow j 
Building Corporation as an accommodation endorser? A. 
Yes, that occurred prior to my going on the board, though j 
it was sometime prior to April of 1940. 

Q. Why was that required, sir? A. To add value or 
stability or collateral to the note to assure repayment in 
some degree better than it would be without the endorse- j 
ment. j 

Q. In other words, you felt that the Foundation was a ! 
more substantial organization than the Longfellow Build- j 
ing Corporation when that requirement was made? A. I | 
certainly was sure that it was more substantial at 
that time than the Longfellow Building, because it had j 
nothing. 

Q. And did the Foundation have something? A. We j 
assumed that they did. 

1005 Q. You just assumed that? A. That is correct, j 
Q. l r ou made no investigation? A. No, sir. 

Q. As bankers, you didn’t investigate the credit of a \ 
person to whom you were lending $8,000? A. I did not j 
make an investigation. 

Q. Was any investigation made, sir? A. I doubt if j 
any serious investigation was made other than perhaps 
an inquiry by the officers of the Mt. Vernon into the finan¬ 
cial situation that obtained at that time with the Foun- , 
dation. 



452 


Q. Weren’t you an officer of the Mt. Vernon Mortgage 
Corporation at that time, sir? A. I was a director and 
counsel, sir. 

Q. And an officer? A. Yes, I was an officer, yes,—no, 
I was not, excuse me. I was counsel and director but not 
an officer in that sense. 

Q. And wasn’t your opinion solicited as counsel for 
Mt. Vernon Mortgage Corporation as to the advisability 
of lending money to the National Home Library Founda¬ 
tion? A. No, I don’t think it was. No, I don’t think any¬ 
one asked me my opinion whether I thought the Founda¬ 
tion’s endorsement would be of any added value to the 
note. 

1006 Q. I didn’t ask that, sir. A. Excuse me. What 
is your question? 

Q. I asked you whether your opinion was solicited in 
connection with the lending of money from Mt. Vernon 
to the National Home Library Foundation. A. I don’t 
think it was. I don’t think my opinion was solicited by 
the Mt. Vernon Mortgage Corporation on that trans¬ 
action, sir. 

Q. Did you ever discuss it with any of the officers of 
the Mt. Vernon Corporation? A. It would be brought up 
at a meeting and the loans would be read and they would 
be discussed and approved or disapproved or some action 
taken. I don’t recall that any adverse action was taken 
on that loan. It w*ent through as a routine loan, approved 
and was entered of record. 

Q. Did you express any opinion at those meetings? A. 
I don’t recall expressing an opinion on that loan, no, sir. 

Q. You concurred in the granting of the loan? A. I did. 

Q. On what basis, sir? A. I think it 'was primarily on 
the basis that it was a part of the program of getting 
the Longfellow Building started. I think Mr. Mittell had 
related to Mr. Highfield and probably to me that he 
needed $3,000 to take up some options or to extend some 
options on some land that was involved in the Long- 

1007 fellow on Connecticut Avenue and Rhode Island 
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Avenue. The money was lent and used, I think and 
believe and was told, for that purpose. 

Q. That accounts for $3,000. How about the other 
$5,000, sir? A. I think the $5,000 was a result of the 
disagreement between Mr. Mittell and Mr. Thurman, which 
resulted in a settlement of their differences for which 
the Foundation borrowed $5,000 from the Mt. Vernon 
Mortgage Corporation to pay to Mr. Thurman and for 
which they received a release for certain services or 
money advanced and 650 shares of stock of the Longfellow 
Building Corporation which had been issued to Mr. Mittell 
back in July of 1939—of Mr. Thurman, rather, in 1939. 

Q. Were you aware of that at the time of the making 
of the $5,000 loan? A. Yes, I was. 

Q. Who told you about it? A. Mr. Mittell. 

Q. When? A. The day before he got the money, I 
think. He had come to an agreement with Mr. Thurman 
and it was related to me by Mr. Mittell that he needed 
to make that settlement with Mr. Thurman in order that 
it would comply with his agreement with the Mt. Vernon 
in which he had agreed to cause to be transferred to the 
Mt. Vernon 667 shares of stock, and he had to get 
1008 that stock from Thurman to make good his contract 
with the Mt. Vernon. 

Q. This was a private conversation between you and 
Mr. Mittell? A. Mr. Winn was present at the time. 

Q. Anybody else, sir? A. I don't think there was any¬ 
one else present. 

Q. This w T as the day before Mr. Mittell got his money? 
A. He had previously talked, I am sure, to Mr. Highfield, 
but T don't think Mr. Highfield was present when he came 
dowm to my office. 

Q. How long did this take place after the first extension 
of credit in the amount of $3,000? A. Probably 30 days 
or less, maybe. It w*as in the early part of 1940 that the 
first $3,000 w’as advanced by the Mt. Vernon for the 
options. 


i 

i 

i 
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Q. How long before the $3,000 was advanced did Mr. 
Mittell request it? A. It would be hard to fix the time 
on it; probably three or four days, perhaps. 

Q. Now, what documents did you draft or prepare to 
assist in drafting and preparing in connection with the 
National Home Library Foundation? A. Well, I recall, 
I think, an instrument which set out the terms of the 
part that the Mt. Vernon would play in the con- 

1009 struction and financing of the Longfellow Building 
in connection with the appointment of someone to 

supervise the building and the acquiring of the 667 shares, 
and generally what the import of the agreement that was 
reduced to writing. I think that was reduced to writing 
in March or April, April perhaps of 1940. 

Q. When did you first start drafting that instrument, 
sir? A. Subsequent to the authorization from the Mt. 
Vernon in February of 1940, in which the board directed 
us to proceed to do what was necessary or proper or 
convenient or expedient to move forward with the program. 

Q. Now you mentioned the handling of disbursements 
of RFC funds and sending the vouchers to RFC. Was that 
done by you personally or by your bookkeeper? A. Well, 
I certainly didn’t type the vouchers, no sir. 

Q. Weren’t the vouchers prepared by those who sub¬ 
mitted them? A. Most of them would be prepared, yes, 
by the architect, but I think there were times when we 
perhaps prepared vouchers for some matters that weren’t 
peculiarly within the knowledge of the architect, like 
vouchers for survey of the building. I recall one, Berrall 
& Locraft, sent in a bill for a survey of the ground site. 
That was not prepared by the architect, and there may 
have been others. 

1010 Q. How many others? A. Oh, I would venture 
not more than four or five during the course of con¬ 
struction of the building. 

Q. And for that work you got $10,000? A. No, sir, 
that is not what I got $10,000 for. 
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Q. What did you get the $10,000 for in May of ’41? A. 

I got $10,000 for cooperating and checking and being sure 
that the building was being constructed and moving for¬ 
ward in accordance with our schedule and in accordance 
with the contract wdth McShain and in accordance with 
the agreement with the architect, and there were an infinite 
amount of details that had to be handled. "We had to clear 
the site. The site contained three or four buildings upon 
it, three or four sites. That had to be cleared. Tenants 
had to be evicted and, oh, there were a tremendous amount 
of details that had to be done by somebody, and it was 
our money that was making possible the deal, and we had 
entered into a very comprehensive contract which pro¬ 
vided, among other things, that the Mt. Vernon would 
furnish all money necessary to complete that building in 
accordance with plans and specifications free and clear 
of any liens and would pay all moneys necessary to operate 
and maintain that building for such time until 80 percent 
of the floor space was rented to tenants satisfactory to j 
the money lender, and it was a very broad, comprehensive j 
undertaking. 

Q. Weren’t all the details of schedule of con- i 
1011 struction handled by the architect? A. In large 

measure the architect does do an awful lot of work, j 
yes, there is no question about that. 

Q. What details did you take care of in connection with ! 
the construction schedule? A. Well, there were questions 
of changes which would have to be made. 

Q. At whose suggestion, sir? A. As a result— 

Q. At whose suggestion, sir? A. As a result of sug- ! 
gestions by the architect, by the contractor, by the tenant, ! 
by the money lender. 

Q. How did that affect you? A. I had to consider those i 
changes on behalf of the Longfellow Building Corporation j 
as owner and make a recommendation to the board as to j 
whether we would acquiesce in them or whether we would I 
refuse to accept the changes. There were questions that j 
involved many details that the owner of a building must j 








accept the responsibility, and I happened to inherit the 
job of representing the owner in that project. 

Q. What was the balance of the second deed of trust 
on July 1, 1942? A. It was probably more than $90,000. 

Q. Would you like to refresh your memory from 

1012 the books and records of Mt. Vernon, sir? A. I will 
be glad to do it for you, sir. I have no special 

desire to do it, but if you want me to, I will. 

Q. I ask that you do that, sir. 

The Court: You hand him the book. 

By Mr. Stetson: 

Q. Isn’t it a fact, Mr. Sothoron, that the balance of the 
second trust on July 1, 1942, was $90,000? A. Well, I 
think so; I mean, I am not too sure, but it was certainly 
$90,000 on December 31, ’42, and it could very well have 
been ninety on that date. 

Q. Directing your attention to Plaintiffs’ Exhibit No. 
10, I ask you to refresh your memory as to the balance 
of the second trust as of June 30, 1942. A. It appears 
to me to be $97,483.32. 

Q. And as of July 1, 1942—that is the same date; that 
is the date it shows, July 1, ’42. 

Mr. Denit: What page are you reading from? 

The Witness: Page 46. 

Mr. Denit: Of the general ledger? 

The Witness: Of a book called general ledger, Plain¬ 
tiffs’ Exhibit No. 10. 

Mr. Magee: What was that figure again, Mr. Sothoron? 
The Witness: It appears to me that on July 1, ’42, it 
was $97,483.32. 

By Mr. Stetson: 

1013 Q. Now, you stated that the Mt. Vernon Mortgage 
Corporation income tax returns disclosed some of 

the officers. Can you explain why it didn’t disclose all 
of the officers? A. I guess the Bureau of Internal Rev¬ 
enue forgot to ask those questions, I guess, or failed to, 


I suppose. I really don’t know why it doesn’t show it, ! 
but I do remember on a return that it did have 1, 2, 3 j 
of the officers’ names with the amount of stock held by j 
those officers. Now, which return that would be I do i 
not know. 

Q. Now, at the meeting of the board of the Mt. Vernon 
Mortgage Corporation in January of 1943—that meeting 
was January 19, 1943? A. I thought it was the 15th. 

Q. January 15, ’43. Did Mr. Highfield tell the members 
of the board of his conversations with Mrs. Mittell and 
Mr. Craig? A. Yes, sir, he did. 

Q. And had he not told you of those conversations prior 
to that time? A. Some of them, yes. 

Q. "Which of them? A. He told us of the desire to sell j 

the stock. He told us of the items that Mrs. Mittell had \ 

related to him as being necessitous debts, as she charac- i 

. I 

terized them, the first time we had a conference on it. j 
We had a second conference, and he may have | 
1014 reiterated those same things, but added to many, I 
am sure. 

Q. What did he add to it? A. The fact that the $30 a 

share was not sufficient and was not satisfactorv to the 

trustees of the Foundation and that they wanted $33.50 ! 
or more than $30. 

Q. And was it Mr. Highfield’s original suggestion in ! 
these informal conferences that the Mt. Vernon Mortgage ! 
Corporation purchase the S3.3 shares? A. Yes. He rec- j 
ommended on the first occasion. 

Q. This is an informal meeting; right? A. Yes,—that j 
the Mt. Vernon purchase these shares, S33 shares, for | 
$25,000. It was at that meeting that most of the argu¬ 
ments against going into it were batted back and forth 
among the members, and it was at that time that I made ; 
my most strenuous arguments against it. 

On the second occasion there didn’t seem to me to be 
very much use to argue about $5,000 if Mr. Davison—and I 
Mr. Highfield was inclined to agree with Mr. Davison, i 
probably not as enthusiastically, why, I didn’t advance J 
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with any degree or force or reiterate those arguments as 
at the prior conference. 

Q. Do you mean to say, Mr. Sothoron, that the matter 
of $25,000 was important to you at the first meeting but 
$30,000 seemed inconsequential at the second meeting? 

Mr. Magee: That isn’t his testimony at all. 

1015 The Witness: No, I don’t think mv statement 
warrants that inference. I mean to tell you, sir, 

that at the first conference I did my best to convince the 
members of that board who were present that we ought not 
to buy the shares of stock of the Longfellow Building for 
$25,000, and I used all of the arguments that I had at my 
hands and had available with my best ability, and it did 
not prevail. So when the question of whether it was going 
to be thirty or twenty-five arose, it seemed to me there 
was no use rehashing all of the things I had suggested in 
the first conference. 

By Mr. Stetson: 

Q. So you concurred in their decision? A. I certainly 
did, I concurred in their decision. 

Q. Did you ever register a dissenting vote? A. No, sir, 
I never did, and there has never been a dissenting vote 
registered in the Mt. Vernon Mortgage Corporation in 
the history of the company. If we were not unanimous 
on something and couldn’t convince each other, one vote 
has always been sufficient to abandon the project, because 
there are too many deals coming by to waste your time 
on one in which there is a division, a serious division of 
opinion in your board, and that policy prevails today. 

Q. But apparently that policy did not prevail at the 
first meeting; is that correct, sir? A. It did prevail. 

1016 Q. Despite your vigorous objections? A. Yes, sir. 

Q. The board decided to go ahead with the deal? 

A. And perhaps my objection was not as vigorous as I 
should have made it, because it did not prevail. 

Q. Now, what did Mr. Highfield tell you members of 
the board about his conversation with Mrs. Mittell? A. 
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On the occasion of our first conference, Mr. Highfield told 
us that he had seen Mrs. Mittell and that she was very 
anxious to sell the stock that the Foundation had, that 
she wanted to pay the debts of the Foundation, that there 
was so much money, and he proceeded to enumerate the 
items, what they were, and that precipitated the argu¬ 
ments pro and con as to whether we should go into the 
deal or stay out. 

Q. When was that meeting, sir? A. It was sometime 
right after the first of the year, sometime in early January. 

Q. In January, ’43? A. January, ’43. 

Q. When was the next meeting? A. Probably a week. 

Q. A week later? A. A week later, six, seven days 
later. 

Q. What was done at that meeting? A. Mr. Highfield 
reported back to us that he had made the offer 
1017 to the trustees or Mrs. Mittell of the Foundation 
that we would pay $25,000 for 833 shares of stock 
and that it had been turned down and that they wanted 
more monev and tliev wanted him to recommend more 

v y 

money, and he proceeded to outline to us, and Mr. Davison 
then took up the idea that he wanted, and the board finally 
acquiesced in it, to help the Foundation to close up its 
affairs and that $5,000 would neither make nor break the 
Foundation, and we might as well go ahead and make the 
offer of $33.50, and Mr. Highfield was instructed to do 
that, and he did. 

Q. When was the next meeting? A. The next meeting, 
the regular meeting of the board succeeding those con¬ 
ferences was held—the exact date, I think, was on the 15th. 
You said it was on the 19th. I am not too sure. 

Q. So there were three conferences in connection with 
this purchase: is that right, sir? A. I don’t think you 
could characterize the action of the board on the 16th as 
being a conference on the purchase of this stock. The 
stock had been purchased. A purchase order had been 
signed by all of the directors and it was reported and read 
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in the minutes formally and in the usual course approved, 
and it went in the minutes as such. 

Q. There were two conferences, then? A. Yes, there 
very definitely were two conferences. 

1018 Q. Were there more? A. No; at least, I did 
not participate in but two conferences. 

Q. Do you know whether the other directors had any 
conferences in your absence, sir? A. Well, they were in 
and out of each office dailv; so I don’t know whether thev 
talked about it or not; they may very well have. I do 
not know. 

Q. But you weren’t told of any other conferences? A. 
Not to my present recollection, no, on that subject. 

Q. Now, you related that upon the decision at the second 
conference to offer Mrs. Mittell $33.50, I believe it was 
your testimony that he did so; is that correct, sir? A. 
Yes, sir. 

Q. How do you know that? A. We paid for it with a 
check and received the stock. 

Q. How do you know that he communicated that offer? 
A. It flows from my knowledge of subsequent events that 
we wouldn’t have gotten 833 shares of stock; we wouldn’t 
have issued a check for it unless that had taken place. 
I did not physically follow Mr. Highfield around and listen 
in on his conversations. 

Q. But he was instructed by the board to communicate 
that offer to Mrs. Mittell; is that correct, sir? A. Yes, 
he was. 

1019 Q. So you assumed that Mr. Highfield carried out 
those instructions? A. I assumed that he did, yes, 

that he communicated it to the board of trustees. 

• •••••#••• 

1020 Q. Mr. Sothoron, did you assist Mrs. Mittell in 
the preparation of the minute entry of the National 

Home Library Foundation, the minute of February 15, 
1943? A. Yes, that is the minute that involves the sale 
of the stock, yes, sir. 
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Q. Isn’t it a fact, sir, that you prepared that minute? 
A. No, it is not. My recollection is that she read to me 
over the telephone and I made some changes in it. 

Q. What changes, sir? A. In respect to specifying the 
paying off of the loan. 

Q. Paying off of what loan ? A. The loan that was owing 
Mount Vernon Mortgage Corporation by the Foundation. 

Q. That was the only suggestion you made? A. That 
is right. 

Q. Can you explain, Mr. Sothoron, how you happened 
to approve the minute as regards her purchase of 100 
shares of the Foundation’s stock at $33.50 per share? A. 
My recollection is that she called me and said that 

1021 the trustees had voted for her to apply the stock 
against her indebtedness, and she read to me what 

she thought was appropriate and my recollection is I 
didn’t make any changes in that. 

Q. In other words, you thought it was appropriate? A. 
I thought the language accomplished what she said the 
trustees wanted done. 

Q. Now, we are speaking of the minute of February 15, 
1943, are we not, sir? A. We were, yes. You mentioned 
it in one of your questions. You mentioned that date, 
yes, sir. 

Q. We weren’t speaking of any other minute entry, 
were we, sir? A. I thought you mentioned two. You 
mentioned one in which Mount Vernon bought the stock, 
and I thought you mentioned one in which Mrs. Mittell 
bought the stock. 

Q. You did? Where did you gather that? A. From 
your question. 

Q. What change did you make in the February 15, 1943, 
minute? A. My recollection is that the suggestion I made 
was that the loan of the Mount Vernon Mortgage Company 
be paid off out of the proceeds of the stock sale. 

Q. That is the February 15 minute? A. 1943, yes. 

Q. Did she follow your suggestion, sir? A. I 

1022 think she did. I think so. 
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Q. Well, what change did you suggest in the January 15 
minute? A. January 15 is the meeting we are talking 
about, isn’t it? 

Q. Mr. Sothoron, I made it quite clear we were speaking 
of the February 15 meeting and minute. A. The Febru¬ 
ary minute, meeting, is the one that I understand that 
Mrs. Mittell acquired the 100 shares of stock. 

Q. That was all done in the one minute; is that right? 
A. In the February meeting. Mount Vernon acquired 
the stock, as I recall, in the January meeting, January 15. 

Q. All right, now, what change if any did you suggest 
in the preparation of the February 15 minute, 1943? A. I 
didn’t suggest any changes in the meeting that Mrs. Mittell 
acquired the stock because I thought the language that 
she read to me appropriately handled the transaction. 

Q. And you made no suggestion to her about the prepara¬ 
tion of that minute? A. No, sir. 

Q. That was all her own work? A. It certainly was, 
as far as I was concerned or knew. I thought it was. 

Q. Did you approve of her wording, sir? A. I 
1023 told her I thought that that accomplished the pur¬ 
pose she said the trustees wanted done, which was 
to sell her the stock and apply it against the indebtedness 
that the Foundation owed her, and I thought the language 
was appropriate to do that. 

Q. Did you discuss the minute with her in any detail? 
A. Xo, I don’t think the conversation lasted but a very 
few minutes. 

Q. Where did that conversation take place? A. On the 
telephone. 

Q. You are sure it didn’t take place in your office? 
A. Xo, sir, it did not. 

Q. You are sure it didn’t take place in her office? A. 
Xo, sir, it did not. It took place over the telephone. 

Q. Do you remember when that conversation took place? 
A. The specific day, I do not, no. 

Q. Was it contemporaneous with the date recited in 
the minute? A. It was in that vicinity of dates, I am sure 
that she called me. 
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Q. It was around February 15, 1943? A. I would cer¬ 
tainly say it was in the last part of February, yes, 1943. 

Q. Did you discuss with her the question as to whether 
or not the Foundation might take such action legally? 

1024 A. I did not. I did not. 

Q. Had you discussed this proposed action prior 
to February 15, 1943, with Mrs. Mittell? A. I had not. 

Q. Now, when did you discuss with Mrs. Mittell the 
wording of the January 15, 1943, minute? A. At or about 
that date, sir. 

Q. Was it before February 15, 1943? A. I think it was. 
I think it was at or about that day. It may have been on 
that day or it may have been the day after. I am not too 
sure about it. 

Q. Could it have been the day before? A. I can’t pin 
down the day as to specifically what day it was but I 
know that the deal had been approved and she was pre¬ 
paring the resolution to carry it out, and she read it to 
me and asked me about it. I told her I thought it was 
all right except that they ought to have in the resolution 
the provision to pay off the loan at the same time instead 
of making it separately. 

Q. Now, after Mr. Mittell died did you advise Mrs. Mit¬ 
tell concerning the management of her affairs other than 
the preparation of these minutes? A. There came a time 
in 1933 when I filed a suit for her in— 

1025 Q. In 1933? A. 1943 that I filed a suit for her 
in the summer, 1943. 

Q. What was the nature of that suit, sir? A. It was 
to collect some money that was owed to her by someone 
out in Kansas City. 

Q. Was that a personal debt or in connection with the 
Foundation? A. I think it had its origin in the Founda¬ 
tion. 

Q. Well, you filed the suit. Suppose you tell us what 
it was about. A. It was to collect the balance due on a 
bill for some books that were sold to some drugstore out 
in Kansas City, as I recall, which had not paid the bill. 
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Q. Whore did you file that action, sir? A. There was 
no action filed in court. It was a collection of the amount 
of a bill owed by the drug store out in— 

Q. Then you didn’t commence any suit for her? A. No 
suit was filed. It was correspondence about the amount of 
the bill, and finally it was settled. 

Q. At what figure? A. I think it was several hundred 
dollars, probably $400, maybe. I don’t remember the 
amount. 

Q. Do you know what the amount of the claim was? A. 
I think the claim was about twice the amount that it 

1026 was settled for. If it was $400 that they got, I 
think the claim was probably $750 or $800. 

Q. And did you retain a fee out of that collection, sir? 
A. No, sir, I did not. 

Q. You did that work free? A. My office did. 

Q. You didn’t do it? A. It was handled through my 
office. I took the responsibility of it, yes, sir. 

Q. When did the debt arise, Mr. Sothoron? A. Actually, 
I do not know. I do not remember when the debt arose, or 
the origin of the debt. 

Q. And how was the settlement effected, by check to 
Mrs. Mittell? A. I think the check was—I do not recall— 
I am inclined to believe the check was payable to the order 
of Quinter and Sothoron, I think, the firm name. I am 
not too sure about that. 

Q. But this definitely was a Foundation claim and not 
a personal claim of Mrs. Mittell? A. I think that is true. 
I think it had its origin in the books that the Foundation 
sold sometime along the line, yes. 

Q. Did you handle any other matters for her other than 
that particular matter? A. Yes. I remember that 

1027 there was a suit, I think—I am not too sure whether 
the suit was actually filed, but I believe it was filed 

in the Municipal Court here against a fellow by the name 
of Burke. I think it was on a promissory note for about 
one hundred and some dollars. 
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Q. Was that a personal note to Mrs. Mittell? A. As I 
recall, it was payable to Mrs. Mittell, I think. 

Q. Do you know the date of the note? A. No, I do not 
The Statute of Limitations apparently had not run. 

Q. Had not run? A. I don’t think so. 

Q. When was this suit filed, sir? A. I think it was in 
the fall of 1943, around September or October, 1943, or 
something like that. 

Q. And did that suit result in a judgment in Mrs. Mit¬ 
tell’s favor? A. I do not remember what the result of 
that suit was. I don’t think she ever collected it. I think 
she probably got a judgment but never collected. 

Q. You don’t remember the name of the defendant? A. 
The defendant was Burke. 

Q. His first name? A. No, I don’t. 

Q. Is that the same Burke who was an attorney 
1028 in the Hibbs Building? A. No, I think he worked 
in the State Department. 

Q. Did you handle any other matters for Mrs. Mittell? 
A. The only other thing that I can recall was I prepared 
a will for her. 

Q. When did you do that, sir? A. Well, I think that 
was quite sometime after that, probably in 1944 sometime. 

Q. Now, during the latter part of the summer of 1942, 
or the fall of 1942, or up until January of 1943, did you at 
any time discuss with Mrs. Mittell her situation in regard 
to the National Home Library Foundation? A. I do not 
recall of any business that Mrs. Mittell discussed with 
me about the Foundation other than these things that I 
have indicated to you. I have no recollection and I do not 
believe that she ever discussed with me any question of 
selling books, stock, or anything. At no time did she 
discuss that -with me. 

Q. Did she discuss anything other than these matters 
concerning the Foundation? A. I do not think so, sir. 

Q. Did you see her during that period? A. Very 
seldom. I can’t recall of any specific instance of having 










466 


seen Mrs. Mittell during that period of time. I have no 
recollection of it. 

Q. Isn’t it a fact, sir, that you handled the ad- 

1029 ministration of the estate of Sherman Mittell? A. 
No, it is not a fact. 

Q. Do you know who did sir? A. I do not know. 

Q. Do you know whether there was ever any formal 
administration of his estate? A. I do not know. 

Q. You never investigated that, sir? A. I never had 
any occasion to investigate it. 

Q. I asked you whether you ever did? A. I never had 
occasion to do it and never did do it. 

Q. Now, in connection with the suit on the $100 note 
that you mentioned, did you collect a fee? A. I did not. 

Q. Now, Mr. Sothoron, this morning I believe you testi¬ 
fied that you had no knowledge concerning the purpose 
of the Longfellow' Building in its connection with the Foun¬ 
dation, namely, that the building was constructed in order 
to provide income for the Foundation, until sometime after 
the building w T as built; is that correct, sir? A. It certainly 
was around February of 1940 before that subject—I w T as 
conscious of any subject in respect to the income of the 
Foundation being derived from the Longfellow Building. 
It may very w T ell be that they thought it but as far I per¬ 
sonally was concerned it never was any subject that 

1030 seemed to me—at least from my point of view and 
the point of view of Mount Vernon—whether he 

did or didn’t and it didn’t seem very important at all. It 
did become important when we got into the deal as to 
the Foundation’s participation in it, because he had in¬ 
jected it into the picture in February of 1940. 

But when w r e first had these conferences, I wasn’t con¬ 
cerned whether it was the Foundation w’ho owned the 
balance of the stock or w r bo owned the balance of the stock. 
I was thinking in terms of the Mount Vernon Mortgage 
Corporation’s interest and protecting that. 

Q. So then it is now your testimony that sometime 
around February of 1940 you learned that the purpose of 
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the Longfellow Building Corporation, or at least one of 
the purposes, was to provide income for the Foundation? 
A. Well, it was to provide income for whoever might own 
the stock, sir. The Foundation, as far as I know, never 
owned a share of stock until April of 1940. 

Q. Will you answer the question, please, sir? A. I will 
try my best to. 

1032 Redirect Examination 

By Mr. Denit: 

Q. Mr. Sothoron, during the course of your testimony 
you referred to the office of the Mount Vernon Mortgage 
Corporation as being located at 7th and G Streets, North¬ 
west, or 9th and G Streets, Northwest. Were you correct 
about that? A. It never was. The Mount Vernon Mort¬ 
gage Corporation was in the Machinists’ Building at 9th 
and Mount Vernon Place, Northwest. 

The Court: The Machinists built that building, didn’t 
they? 

The Witness: They certainly did, yes, ma’am. 

1033 Q. At the time the negotiations were under way 
to purchase the 833 shares of Longfellow stock, did 

you know how much money had been spent to acquire the 
land and building? A. Yes, sir. 

Q. How much was that? A. $1,500,000 plus one hun¬ 
dred and thirty-nine thousand odd dollars. 

Q. Did you know at the time what the mortgage in¬ 
debtedness was against the property? A. Yes, sir. 

1034 Q. How much was that? 

**##•*•*•• 

A. $1,375,000 for the R.F.C. mortgage, and the Mount 
Vernon was $90,000. 

Q. So that at the time these negotiations occurred you 
knew what the land and the building cost? A. I did. 
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Q. And you knew what the mortgage indebtedness on the 
property was? A. I did. 

Q. Did you take those things into consideration in 
reaching a conclusion about the purchase of this stock? 
A. I certainly did, sir. 

Q. In what way? A. In arguing against the purchase 
of it, because I knew that the property -was mortgaged 
heavily and I also knew that it had the burden of a deed 
of trust that was most unusual. The burden of that deed 
of trust was such that there was no reasonable hope or 
expectation of the Mount Vernon Mortgage Corporation 
being able to pay off the balance of that $90,000 loan for 
a long time, because every dollar that was provided by 
rent in that deed of trust had to be paid to some- 
1035 body for some expense, including the R.F.C.’s cur¬ 
tailment of principal and interest, with the excep¬ 
tion of the two and a half percent which was allowed in 
the formula for the purpose of taking care of the interest 
on the second trust and such other incidental expenses as 
might be incurred by the Longfellow Building Corpora¬ 
tion, the total of which was $12,500. 

Q. Now, was that $12,500, or two and a half percent, 
subsequently affected in any way by the action of the 
General Services Administration? A. It certainly was. 

Q. In what way? A. They threw out roughly $439,000 
of it. 

• ••••••••• 

Mr. Magee: Your Honor, in view of the fact the Gov¬ 
ernment has brought into this case the fact that there was 
a ruling of the Bureau of Internal Revenue on the tax 
exempt status of National Home Library Foundation, I 
now- re-offer in evidence an exhibit w-hich has been in¬ 
itialed by the pre-trial judge, dated June 4, 1951, of the 
United States Treasury Department, terminating that tax 
exempt status as of December of 1943. 

The Court: The tax exempt status of what? 
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Mr. Magee: National Home Library Foundation, which 
counsel has brought in they had back in the forties. 

Mr. Stetson: Your Honor, in the first place I haven’t 
brought anything of the sort in. I asked Mr. Soth- 

1036 oron if he knew about it. 

I think it is most irregular for Mr. Magee to 
predicate some sort of recross on my cross examination of 
this witness. 

The Court: I think, Mr. Magee, that you have to predi¬ 
cate your questions on the questions. You had your cross 
examination, what you denote your cross examination. 

Mr. Magee: We have recross after the Government’s 
examination, Your Honor. 

Mr. Stetson: Recross of what? 

Mr. Magee: Recross in connection with your examina¬ 
tion. 

The Court: Well, you were entitled to cross examine an 
adversary witness and this "witness is not an adversary 
witness as far as your client is concerned. 

Now, we will never have an end of this thing if when 
the Government gets through, which is your adversary, 
then you attempt to go through what you call a cross 
examination. There will never be an end to this. 

Mr. Magee: May I express my understanding of what 
the law is on that, Your Honor? 

The Court: Yes, you may. 

Mr. Magee: It is my understanding that I have a right 
after counsel for the Government has cross examined this 
witness and Your Honor has ruled heretofore that I have 
the right to cross examine these witnesses in case the 
counsel didn’t object to it. 

1037 The Court: No, I didn’t rule you had a right. 
When they didn’t object and you wanted to go 

through with what you called cross examination, I per¬ 
mitted it because there was no objection. 

But here you have a witness who is called by the defend¬ 
ants and you are representing the defendants. 
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Mr. Magee: He has been called by other defendants. 
There is a whole series. 

The Court: Regardless of who he has been called by, he 
is not an adversary witness insofar as you are concerned. 

Mr. Magee: I don’t know what he was, whether he would 
be an adversary or not, Your Honor. I still have a right 
to cross examine him, I respectfully submit. I understand 
how Your Honor feels about it but I wanted the record to 
be clear as to my feeling that I have the right to follow 
the Government counsel and cross examine this witness 
on matters which they have developed in their cross ex¬ 
amination insofar as it affects the clients that I am repre¬ 
senting, the National Home Library Foundation and Mrs. 
Mittell, who is also sued in her capacity as a trustee of 
that Foundation. 

The Court: Well, the Court rules that you do not have 
the right to cross examine this witness. 

Mr. Magee: Shall I cease my examination, Your Honor? 

The Court: No, you don’t need to cease your examina¬ 
tion so long as you make it responsive. This witness 
1038 is produced by the defense and is a defense witness 
and is not appearing in opposition to your client. 
Your client is on the same side as the defendant who pro¬ 
duced this witness. 

Mr. Magee: Yes, but it is the right of every defendant 
to cross examine every witness that he doesn’t call whether 
he is a defense witness or prosecution witness. But I un¬ 
derstand how- Your Honor feels about it and I will attempt 
not to cross examine the witness in the light of Your 
Honor’s ruling. 

The Court: Very well. 

Mr. Magee: Your Honor, without asking this witness 
any questions, I at this time offer in evidence as a part of 
our defense a letter dated June— 

The Court: Suppose you have the letter marked for 
identification. 

Mr. Magee: I will now' have it marked by the Clerk as 
Mittell No. 4. 


i 
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The Deputy Clerk: Mittell No. 4 for identification. 

i 

(Thereupon, the document referred to, Letter 6/4/51, | 
U. S. Treasury Department to National Home Library i 
Founndation, was marked Defendant Mittell Exhibit No. j 
4 for identification.) 

Mr. Magee: I now offer in evidence, Your Honor, the ! 
letter from the United States Treasury Department dated j 
June 4, 1951 which states the Treasury Department’s j 
position— 

The Court: Since it is in for identification, don’t j 
1039 indicate what it is. ! 

Mr. Magee: I now offer in evidence as Defendant j 
Mittell’s Exhibit No. 4 a letter dated June 4, 1951, from j 
the United States Treasury Department to the National 
Home Library Foundation, advising it officially as to its 
tax exempt status, so this Court will know exactly what 
its status was. And I ask Your Honor to judicially notice 
the date when the suit in this case was filed, in that it was ! 
months after the Treasury Department had made this de- j 
termination. 

j 

Mr. Stetson: Objection. 

The Court: The objection is sustained. 

Mr. Magee: May I put the letter in as a proffer of proof, I 
Your Honor, for the purpose of the record? I 

I offer to prove the contents of the letter, which have 
already been read in the record in connection with a prior j 
offer of proof, Your Honor, so I won’t repeat them. 

By Mr. Magee: 

Q. Mr. Sothoron, counsel for the Government asked j 
you if you didn’t know that it was illegal for the trustees j 
of the Home Library Foundation to sell stock which it 
owned of the Longfellow Building Corporation in Janu- j 
arv of 1943. Did you know that there was anv illegality in I 
connection with that sale? 

Mr. Stetson: Your Honor, I think that question flies j 
right in the face of what Your Honor was driving at. I j 
object to it. 









472 


I 


1040 The Court: I didn’t understand him when he 
asked the question. Will you read the question. 

(Pending question was read by the reporter.) 

The Court: Do you object? 

Mr. Stetson: Yes, Your Honor, I think that flies right 
in the face of Your Honor’s explanation to Mr. Magee that 
he has no right to cross examine on anything that I have 
asked this witness; that he may cross examine only insofar 
as Mr. Denit’s examination went and no further. That 
was how I understood Your Honor’s ruling and the reason 
that he— 

The Court: Well, now, it seems to me that the orderly 
way is, this being a witness for the defense, that Mr. Denit 
would examine him on direct; that Mr. Magee would 
examine him on direct; and that the Government -would 
cross examine him; and that this now is redirect examina¬ 
tion. 

Mr. Stetson: I see, Your Honor. 

The Court: But, of course, Mr. Magee has been asking 
leading questions and cross examining the defense -witness, 
and the Government not having interposed any objection 
the Court has been permitting it. 

Mr. Stetson: I misunderstood the posture of it, Your 
Honor. I withdraw the objection. 

Mr. Magee: May the witness answer, Your Honor? 

The Court: Very well. Bead the question again. 

(Pending question was again read by the reporter.) 

1041 Mr. Stetson: Now, Your Honor, I object as to the 
form of the question because I never asked any such 

question. 

The Court: The objection is sustained. 

Mr. Magee: I ask the Court at this time to take judicial 
notice of the provisions of Rule 23 of this Court, effective 
as of June, 1941, which specifically provides that in the 
investment of all trust funds, including trust funds covered 
by private agreements, that unless the private agreement 
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authorizes the trustees to hold speculative stocks, that 
those trustees must sell every piece of stock that they have 
which is not on the approved list of this Court. The rule 
can be read into the record if Your Honor wishes. 

The Court: The Court is familiar with the rule. 

Mr. Magee: Thank you, Your Honor. 

Q. Isn’t it a fact, Mr. Sothoron, as you understood the 
law in January of 1943 the trustees are not permitted to 
obtain in the brochures of trust funds unlisted and 
speculative stocks? A. I think that is the general rule 
in this jurisdiction, yes. 

Q. And it follows that it is the duty of such trustees to 
sell such stocks at the best price they can obtain at the 
time of sale; is that not true, sir? A. I think that 
follows. 

1042 Q. I understood you further to say that you be¬ 
came aware of the fact after the death of Mr. Mittell 
that the National Home Library Foundation had been 
selling its books to drug stores; is that correct, sir? A. I 
do not know whether it was sold before or after, but I 
do know in that instance it was sold. 

Q. And you had been asked by Mrs. Mittell to collect 
a bill from a drug store in connection with the sale of 
books of the Foundation; isn’t that correct, sir? A. That 
is true. 

Mr. Magee: I ask the Court to judicially notice that the 
stock of the Longfellow Building Corporation in January 
of 1943 was not on the approved list of trust investments 
as authorized by this Court. 

By Mr. Magee: 

Q. Mr. Sothoron, were you also a party to the civil 
action which was filed by Mr. Mahoney in this Court, 
designated Civil Action No. 1979-50, as a defendant? 
A. I was. 

Q. Mr. Sothoron, I understood you to say that some 
years after 1943 you acquired some stock ownership in 
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the Mount Vernon Mortgage Corporation. I ask you 
whether or not you would have purchased that stock had 
you known that there was any question concerning the 
validity of the title of Mount Vernon Mortgage 

1043 Corporation to such stock of the Longfellow Building 
Corporation that it held in its brochure at that time? 

Mr. Stetson: Objection. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. Were there in its brochure and was there owned by 
the Mount Vernon Mortgage Corporation some 1,500 shares 
of stock of the Longfellow Building Corporation when 
you acquired your stock interest in the Mount Vernon 
Mortgage Corporation? 

Mr. Stetson: I object. That is beyond the scope of the 
cross examination by the Government. 

Mr. Magee: I call him as my own witness for this 
purpose, Your Honor. 

The Court: Well, all right, if you want to call him as 
your witness, but I think you should finish with what has 
been covered thus far and then you call him as your 
witness. 

Mr. Magee: I have finished with what has been covered 
thus far and am calling him as my owm witness for that 
purpose, Your Honor. 

The Court: You may answer. Read the question. 

(Pending question was read by the reporter.) 

The Witness: Yes, there were. 

Mr. Magee: Now, I would like to have the record 
straight. I would like the question I asked before 

1044 repeated and I want to ask the Court whether the 
same ruling applies. 

The Court: What was it? 

Mr. Magee: I would like to re-ask the question, which 
Your Honor has just— 

The Court: Suppose you put the question. 
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By Mr. Magee: 

Q. Now, I ask you, Mr. Sothoron, whether you would 
have acquired such interest as you acquired in stock of 
the Mount Vernon Mortgage Corporation when you did, 
if you had known there was any question concerning the 
title or the ownership of the 1,500 shares of stock of the 
Longfellow Building Corporation which at that time were 
owned by the Mount Vernon Mortgage Corporation? 

Mr. Stetson: I object, Your Honor. It calls for a 
speculation. 

The Court: The objection is sustained. 

Mr. Magee: I have no further questions, Your Honor. 

! 

* • * # # • # • # #< 

The Court: Would you look back in the record and find j 
Mr. Magee’s request for judicial notice of the rule? 

Mr. Magee: I suggested that I wanted Your 

1045 Honor to judicially notice that as of January, 1943, j 
that the Longfellow Building Corporation stock was 

not on the approved list of Rule 23. j 

The Court: Well, now, the Court will judicially notice j 
only what the rule was. My recollection of that rule is j 
that it has been changed time and again. Exactly what j 
it was as of 1943 and its application to the Longfellow 
Building, I couldn’t judicially notice that, but I will notice 
what the rule is. It has been changed many times in the 
last 10 or 12 years. 

Mr. Denit, are you ready now to proceed? 

• * * * * • • • * • ! 

(Thereupon, the documents referred to, Certified Copies 
of Deeds dated 4/11/40 and 5/11/40, were marked De¬ 
fendant Mount Vernon Exhibits Nos. 22 and 23, 
respectively, for identification.) 

1046 (Thereupon, the deeds previously marked Defend¬ 
ant Mount Vernon Exhibits Nos. 22 and 23 for ! 

identification were received in evidence.) 
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Thereupon— 

Francis G. Addison 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 

Direct Examination 

By Mr. Denit: 

Q. State your full name, please, sir. A. Francis G. 
Addison. 

Q. And you live in the District of Columbia? A. Yes, 
sir. 

Q. And your business is a banker? A. Yes, sir. 

1047 Q. You are president of the Security Bank? A. I 
am. 

Q. And you have been in the banking business for how 
long, Mr. Addison? A. 49 years. 

Q. How long have you been president of the Security 
Bank? A. Since 1930. 

Q. How long have you been connected with that bank? 
A. Since 1920. 

Q. Mr. Addison, in the course of your business as a 
banker, do you have occasion to pass upon applications 
for loans for which collateral security is offered? A. I do. 

Q. Would you say that is frequent or infrequent? A. 
Continuous. 

Q. Have you examined the balance sheet of the Long¬ 
fellow Building Corporation as of December 31, 1942? 
A. I have. 

Q. As of that date there were 2,000 shares of no par 
common stock issued and outstanding. As a banker would 
you regard the assets of that corporation as a sufficient 
basis for collateral loan? A. I could not have— 

Mr. Stetson: Objection, Your Honor. There is no 
relevance. 

• •*••••••• 

1048 The Court: The objection is sustained. 
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Mr. Denit: May I be heard upon that further? 

The Court: Yes, I thought you had finished, but I will 
be glad to hear you further if you wish to be heard. 

Mr. Denit: I will ask another question first. 

By Mr. Denit: 

Q. Mr. Addison, what is it customary for bankers to 
examine in order to determine whether to make loans on 
shares of stock? A. Analyze the security being offered. 

Q. And how is that done? A. It depends upon the 

1049 type of collateral. If you want me to be specific 
about this particular case, I can tell you how it was 

done in this case. 

Q. Tell us how it was done in this particular case. 

The Court: Do I understand an application was made 
to you as of December of 1942 for a loan on this? 

The Witness: No, Your Honor. 

Mr. Fruit: I object to this witness giving any testimony 
whatsoever as to the status of the assets of the Longfellow 
Building Corporation for loan purposes as of the time that 
is in question in this suit; and the same objection I made 
before, if the witness’s testimony is not being led into that. 
The Court: I will hear you, Mr. Denit. 

1050 Mr. Denit: We are putting on a man we regard 
as an expert on stock values. 

The Court: I asked you that and you said no. 

Mr. Denit: I am not undertaking to have Mr. Addison 

look through a crystal ball and say that back in 1942 this 

stock had a value of X dollars; oh, no, but I am asking a 

man who is lending other people’s money every day of the 

week on stock whether or not this stock, the 833 shares 

that are involved in this case, were bankable collateral to 

anvbodv. 

* %> 

That is what I am offering it for. And if we can’t take 
the testimony of a man like Mr. Addison, then we 
can’t take the testimony of anybody because in the 










1051 language of the old saying, “The proof of the 
pudding is in the eating of it.” 

These men are handling our money from day to day 
in these transactions. They are not speculating on 
statistical information and political trends as the Govern¬ 
ment experts did. 

The Court: Mr. Reporter, go back now and read the 
question that was objected to, and then the second question. 

(Portion of the record was read by the reporter.) 

The Court: The objection is sustained. 

By Mr. Denit: 

Q. Mr. Addison, how many times during the day in your 
experience as a banker have you examined shares of stock 
offered as collateral security for a loan? 

Mr. Stetson: Objection, Your Honor. I think that is 
entirely irrelevant and immaterial to the issues in this 
suit. 

The Court: The Court has known Mr. Addison a good 
many years and knows that he is entirely qualified as a 
banker, but I understand that here you are trying to have 
him put a valuation on this stock and you haven’t qualified 4 
him. 

Mr. Denit: No, Your Honor, I am not trying to qualify 
him as an expert for the value. I think— 

The Court: Well, that is the reason I have sustained the 
objection. 

Mr. Denit: That isn’t the point, if the Court please, and 
I say it most respectfully. There is testimony in 

1052 this case and these three trustees of the Foundation 
have been criticized on account of the fact that they 

didn’t turn to this stock for the purpose of raising money 
to save the—well, counsel shakes his head. The testimony 
of Mr. Quinn was that this stock was good for collateral 
security and money could have been raised upon it. The 
testimony of Mr. Coit was that if somebody had come to 
him with this stock he could have arranged a loan upon it. 

Now, this is directly in contradiction of that testimony. 


I propose to prove by Mr. Addison that if this stock were 
tendered to a banker following the normal course of bank¬ 
ing it would have been rejected as collateral security for 
any loan for any amount, and Mr. Addison would indicate 
the reasons why. 

The Court: The objection is sustained. 

1053 Mr. Denit: I propose to prove by Mr. Addison 
that if he were permitted to answer the questions 

propounded to him his testimony would be in substance 
as follows: 

First, 833 shares of this stock would not be acceptable 
as collateral security for a loan for the reason, first, the 
entire asset value of the stock is represented by a building, 
which building is encumbered by deeds of trust upon which 
there is an aggregate balance of $1,500,000; 

Second, that the building is occupied by one tenant under 
a lease permitting it to vacate at its pleasure upon 30 days’ 
notice; 

Third, that there are no earnings from the operations 
of the corporation, which might be used for the payment 
of dividends on the stock, as long as the primary first 
deed of trust is outstanding; and, 

Fourth, that there is no readily ascertainable market for 
such shares and vras not at the time in question, namely, 
December 31, 1942. 

I think that is all. 

The Witness: Am I asked to answer that? 

Mr. Denit: No, sir, the Court has permitted me to state 
in substance what you would have answered. 

1054 The Court: Thank you, Mr. Addison. You are 
excused. 

(Thereupon, the witness withdrew from the stand.) 


i 
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Thereupon— 

Clarence F. Burton 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 

Direct Examination 
By Mr. Denit: 

Q. Mr. Burton, will you state your full name? A. Clar¬ 
ence F. Burton. 

Q. And you live in the District of Columbia? A. I do. 

Q. What is your business, Mr. Burton? A. I am presi¬ 
dent of City Bank. 

Q. How long have you been in the banking business ? A. 
Since 1930 in Washington. 

Q. How long have you been president of the City Bank? 
A. Since 1934, twentv vears. 

Q. In the course of your duties as president of the bank, 
Mr. Burton, are you required from time to time to pass 
upon the qualifications of shares of stock as collateral for 
loans? A. Oh, yes. 

Q. And does that apply as well to unlisted as well 
1055 as to listed stocks? A. Yes, sir. 

Q. Were you furnished with a copy of the balance 
sheet of the Longfellow Building Corporation as of De¬ 
cember 31, 1942? A. Yes, I have it in my pocket, if I may 
refer to it. 

Q. Mr. Burton, what sources of information does a 
banker customarily use for the purpose of determining 
whether to accept shares of stock as collateral security 
for a loan? A. Well, if it is listed stock, or if it is what 
they call over the counter market which is a market be¬ 
tween brokers, we look at those quotations and find what 
stability there is in the price or has been in it for some 
time. And if it is not a well known company, we attempt 
to find out just what is back of it. 

Q. In that process is it customary to examine the bal¬ 
ance sheet of the corporation? A. Not always. It would 
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depend upon the type of stock. If it would be very closely 
held stock, not much of it around, not much of it out, we 
would certainly want to examine the balance sheet to find 
out what the stock was worth. i 

Q. Did you examine the balance sheet of Longfellow? A. 

I did as of December 31, 1942. j 

Mr. Fruit: I object to this line of questioning. I assume 
this witness has been established as a banker. I am not 
sure he is being tendered as an expert on stock val- 
1056 ues. He hasn’t been qualified. 

The Court: The objection is overruled at this 

time. 

The Witness: I did. ! 

i 

By Mr. Denit: 

Q. Did you also take into consideration any other fao- j 
tors in attempting to reach a conclusion as to whether the 
stock of Longfellow Building Corporation would be ac- j 
ceptable bankingwise? 

Mr. Fruit: I object. 

The Court: The objection is sustained. 

i 

• • * * * * * * • • j 

1060 Mr. Denit: I am getting to the final question, 
which is the question I understand that the Court has 
ruled upon, and I expect the same ruling that was made on 
objection to Mr. Addison’s testimony. But I want to find j 
out if Mr. Burton did come to the point where he reached 
a conclusion as to whether or not these shares of stock 1 
were bankable as collateral security for loans. 

The Court: Well, now, what he wants to know, Mr. Bur- j 
ton, is whether or not you have reached a conclusion. Now, i 
just answer that you have or have not, sir. j 

The Witness: I have. j 

Mr. Denit: Now, I understand Your Honor rules I can- j 
not get his conclusion, so I make this proffer. 

The Court: Very well, sir. 

Mr. Denit: I don’t think I have to ask the question j 
seven times to get seven rulings. I understand the ruling 
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of the Court is that if this witness were asked the 

1061 question what was his opinion, the Court would 
exclude the testimony. 

The Court: I didn’t understand you were asking for 
his opinion. I understood you were asking him whether 
he would make a bank loan on it, or whether a bank would 
make a loan on this stock. That is what you asked the 
previous witness, as I recall it. 

Mr. Denit: That is correct. 

The Court: And so the ruling is the same if that is the 
same question you intend to put to this witness. 

Mr. Denit: The same question would be asked of this 
witness and I proffer to prove by Mr. Burton that in the 
normal course of banking the shares of stock of Longfellow 
Building Corporation, and particularly 833 of those shares, 
would not be acceptable as collateral security for a loan 
for the following reasons: 

The substantial write-up in value of the assets as of 
December 31, 1942; 

The size of the prior indebtedness, which is secured as 
a prior lien ahead of any stock equity; 

The income which is dependent upon the continuity of 
the United States Government as a tenant, and in the 
opinion of the banker the present lease would be regarded 
as nothing more than a month to month tenancy; 

! And, finally, that with even two months’ vacancy the 
defaults in the first and second trust, or the prior 

1062 liens, would have put the corporation in a precarious 
condition from which it might never right itself. 

That is all, Your Honor. 

Mr. Magee: May I join in this offer, Your Honor, and 
also in the offer which was made as to the preceding wit¬ 
ness? 

The Court: Yes. 

• •••••*••• 

1063 Mr. Denit: Call Mr. Jansson. 
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Thereupon— 

Eric G. Jansson 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Denit: 

Q. What is your full name, please, sir? A. Eric G. 
Jansson. 

Q. Where do you live, Mr. Jansson? A. Montgomery 
County, Maryland, 4112 Blackthorn Street. 

Q. What is your business or profession? A. I am a 
certified public accountant in the District of Columbia. 

Q. How long have you been engaged in that profession? 
A. 17 years. 

Q. Mr. Jansson, did you originally set up the books 
of the Longfellow Building Corporation? A. I did. 

Q. At our request, have you made a compilation of the 
books of the Longfellow Building Corporation to determine 
the cash inflow and the cash outgo for the period Febru¬ 
ary 3, 1941 to December 31, 1942? A. I have. 

Q. Do you have that compilation w r ith you? A. 
1064 Yes. 

Mr. Denit: I ask that this be marked, please. 

(The compilation referred to was marked Defendant 
Mt. Vernon Mortgage Co. Exhibit No. 24 for identification.) 

1068 Mr. Denit: How much time would it take you to 
put the page references to the journal and ledger 
on that compilation; could you do it overnight? 

The Witness: Yes, sir. 

• •••••#••• 

Mr. Denit: Call Mr. Ralph D. Quinter. 


1072 
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Thereupon 

Ralph D. Quinter, Sr. 

was called as a witness, and having been duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Denit: 

Q. Mr. Quinter, will you state your full name, 

1073 please? A. Ralph D. Quinter, Sr. 

Q. Are you a member of the Bar of the District 
of Columbia? A. Yes. 

Q. How long have you been a member of the Bar? A. 
Since, I think, January, 1909. 

Q. Are you now engaged in active practice? A. No, 
I am retired. 

Q. Mr. Quinter, were you at one time the Referee in 
Bankruptcy of this Court? A. That is right. 

Q. About how many years? A. From 1914 to 1929. Be¬ 
fore that I had been secretarv to Judge McComas in the 
Court of Appeals and Judge Gould of the District Court. 

Q. In 1939 were you connected with the Real Estate 
Mortgage and Guaranty Company? A. I was. 

Q. In what capacity? A. I was president and director 
and our firm was attorney for it. 

Q. Your firm was Quinter and Sothoron? A. That is 
right. 

Q. Mr. Quinter, did you ever meet Sherman F. Mittell? 
A. Yes. 

1074 Q. Can you state when and the circumstance under 
which vou met him? A. I think the vear was 1939. 

He came in with a proposition to the Real Estate Mortgage 
and Guaranty Company for the building of an office building 
that was to be leased to the government. 

Q. And did he make a proposition to the Real Estate 
Mortgage and Guaranty Company? 
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Q. Would you try to recall the details? Will you tell us 
in general what sort of a proposition Mr. Mittell submitted 
at that time? A. It was similar to the one for the Recon¬ 
struction Finance Corporation’s building across the street 
from our office in which the government needed office space 
and were willing to liberally finance the building of 

1075 an office building if it would be leased to them. 
They needed a certain amount of money before this 

commitment would be effective. In other words, they had 
to have some cash to back up the first mortgage and we 
were to take the second—we were to furnish money and 
take a second trust back and be given some stock in the 
corporation for so doing. 

Q. Do you remember what part of the stock ? A. I think 
it was 50 per cent. 

Q. And what action did the committee take? A. We 
turned it down. 

Mr. Jackson: You may cross examine. 

Mr. Stetson: No questions, Your Honor. 

By Mr. Magee: 

Q. What were the reasons that entered into the rejection 
by your board of this offer of 50 per cent of the stock in 
the Longfellow Building? A. Well, of course, there were 
many reasons. My particular reason was that I didn’t 
think office buildings were a good investment. 

Q. Was there any other reason that you remember? A. 
Well, if I had been for it I probably would have gone 
against myself because I testified in the McLean case as 
to the reason why that property should be sold to the people 
who were building the Reconstruction Finance Building 
and I think—my memory now isn’t so good because 

1076 T have had four serious illnesses, four coronary 
thrombosis attacks, and my brain is not as active, 

but I think if you get my testimony in the McLean case 
on the sale of that property as to why I thought it should 
be sold, it would show that I went into the situation on 
office buildings. 
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I think I started with the Press Building. I then went 
up to the Woodward Building, the Southern Building, the 
Chandler Building, the Investment Building, the building 
at Dupont Circle, the office building, all of which had been 
in receivership and foreclosed. 

The office buildings heretofore had been built mostly to 
rent the first floor from an advertising standpoint and 
it was considered a good return if you got three per cent 
above the first floor. 

But I think it would be much preferable if you could 
read my testimony in that case when my memory was 
better and my brain more active. 

Q. As I understood it you felt that the history of the 
operations of office buildings in the District of Columbia 
was not good because a number of them had ended up 
in receiverships? A. All the big ones, practically. Prac¬ 
tically every big one. 

Q. And the future to you for office buildings at that 
time did not appear to be very good, is that correct, 
1077 sir? A. No, and we turned down others. We turned 
down others. We turned down—a committee was 
appointed to investigate the Commercial National Bank 
Building. I don’t know whether this is what you want me— 

Q. I am very much interested in finding out. A. We went 
through the Commercial National Bank Building. I think 
it was carried on the books at $1,400,000. 

The Court: That is right downtown isn’t it? 

The Witness: That is the northwest corner of 14th 
and “Gr”. I think we were offered it at $650,000. 

We were asking to go into the Barr Building. A com¬ 
mittee was appointed to go into the Barr Building and a 
committee was appointed and went through the Barr Build¬ 
ing. We turned it down. That was a very low price. 

Mr. Magee: No further questions, thank you. 

The Court: Just a moment. 

Mr. Denit: No further questions. Your Honor. 

The Court: Any cross examination? 

Mr. Stetson: No questions, Your Honor. 
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The Court: I would like to ask you a few questions. 
This McLean property that you testified about; is that— 
The Witness: 15th and “I”. 

The Court: —right across from the Liberty Bank? 

The Witness: Yes. 

The Court: And that is the building you testified 

1078 was built with R.F.C. funds? 

The Witness: I am quite sure it was. I think 
the R.F.C. loaned the money for that. 

The Court: You referred to one that was and I am ask¬ 
ing you if that is what you referred to? 

The Witness: That is the one I referred to. 

The Court: This period that you said office buildings 
were in difficulty was not within recent years, was it? 

The Witness: No, this was back at the time this thing 
was brought before us. 

The Court: The Investment Building is a building that 
has been fully occupied for a long time, is it not? 

The Witness: Well, during the depression, during the 
thirties, there were many vacancies. 

The Court: In 1938, 1939, 1940, and 1941? 

The Witness: Not in ’38 because ’38 was about at one 
of the least points. It was in that year that we built 
4801 Connecticut Avenue and it was the onlv building— 
the concrete contractor, who was Moses, I think the largest 
in Washington at the time, told us that the reason we got 
the price for the concrete on that building was it was 
the only building going up in Washington and that his 
large number of employees could be used. You know 
they pour a whole layer of concrete in two days on a 
large apartment house. 

1079 The Court: What area was this? I mean what 
period was this that you were testifying that the 

Southern Building had anv difficultv? 

The Witness: It was foreclosed. I testified it was 
foreclosed. 

The Court: When was it? 

The Witness: It was in the thirties. 
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The Court: Right after the depression? 

The Witness: I don’t know but that would be easily 
ascertainable. I wouldn’t know the date in my mind but 
I know that it was foreclosed and I am quite sure I testi¬ 
fied as to that in the McLean case, all of those buildings. 

The Court: What was the purpose of the McLean case? 
That was to sell that land, was it not, for an office building? 

The Witness: There was a question of whether the 
estate should accept the offer that was made and I said that 
it should because it was, I think, the highest price the 
property had ever been sold for a foot. 

The Court: And you knew it was to be sold for an office 
building? 

The Witness: Yes. 

The Court: That was the purpose of it ? 

The Witness: Yes. 

The Court: And you were approving it? 

1080 The Witness: Yes, I was in the Edward McLean 
estate as guardian ad litem. 

The Court: Were they taking back a mortgage for part 
of the purchase price or trust? 

The Witness: 1 think not. That was a sale that the 
mortgage I think—I don’t know the name—but I think 
someone connected with the Reconstruction Finance Cor¬ 
poration—I don’t know whether it was an architect or 
what—they got a commitment something like this I think 
from the government and then they raised the money out¬ 
side and the government furnished the rest. 

The Court: Now, the Commercial National Bank Build¬ 
ing that you referred to: The land values in that area are 
nowhere comparable to the land values in the vicinity of 
Connecticut and Rhode Island Avenue, are they? 

The Witness: Oh, yes. At that time the center of tax¬ 
ation was 14th and “G”. 

The Court: Well, I say that is more valuable in that 
area than it would be in this area of the Longfellow 
Building. 

The Witness: Oh, sure. 
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The Court: Much more? j 

The Witness: 14th and “G” was the center of taxation. 

The Court: I would think that “F” Street would be 

! 

somewhere— i 

The Witness: Well, it moves. 

The Court: And 12th? 

1081 The Witness: Don’t you see. If you lived in 
Washington—I have lived here all my life and my 

father and grandfather before me and we have owned 
real estate and it changes sometimes. This used to be 
the residential section right around this section here and 
around the old courthouse. Then it shifted up on Massa¬ 
chusetts Avenue and “F” Street. WTien I was going to j 
law school people were living on the site now occupied by 
Garfinckel as a residence. 

***####•*• 

! 

The Court: You come before the Government, you are 
on direct examination. 

Mr. Magee: I will abide by Your Honor’s ruling and 
make it direct examination although I think I have a right 
to cross examine the witness. 

i 

By Mr. Magee: j 

i 

Q. Mr. Quinter, as I understood your replies to the j 
Judge’s questions, the period of the thirties up until 1939, j 
when this proposition of Mr. Mittell’s was brought to you, \ 
was a very unhappy one insofar as the success of office j 
buildings had been concerned, is that correct, sir? 

1082 A. Very, very. 

Q. And it was in that period that these receiver¬ 
ships and foreclosures had been and were taking place; 
is that correct? A. They had to be because I testified to I 
them in the McLean case, which predated 1939. 

Q. And you recommended the sale of the asset of the | 
McLean estate, which was a piece of commercial property j 
in the downtown area? A. It was a dwelling house—let’s j 
see—a dwelling house and I think they had a parking | 
lot in between. 
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Q. Was it in a commercial area at that time? A. Yes. 

Q. And you were recommending its sale and was that 
near this center of taxation that you were talking about 
at the time? A. Well, the center of taxation at that time, 
I believe, was 14th and “G” Streets, Northwest. 

Q. Where was this? A. This was 15th and “I”, south¬ 
west corner of 15th and “I” Streets. 

Q. It was only several blocks from the center of taxation, 
is that correct, sir? A. Yes. 

Q. And what you were doing was recommending 

1083 against the estate holding this property, as I under¬ 
stood your testimony, because you believed that 

office buildings were not a good investment and you 
thought it was a good time to unload the land, is that 
your testimony? A. That is right. 

Mr. Magee: Thank you. 

The Court: Now, sir, this property that the McLean 
estate had was not office building property at all, was it, 
in the sense that it had any office building on it ? 

The Witness: Oh, no, no. A residence was there and 
a parking lot between them. 

The Court: There were a few private houses that had 
been converted on “H” Street; were there not? 

The Witness: Yes. 

The Court: To offices? 

The Witness: The McLeans owned the property around 
on Vermont Avenue and on “H” Street—I think “H” 
Street. Let’s see, it would be the northeast corner of 
Vermont Avenue and “H” Street. 

The Court: But you would not say that any of it that 
was sold was office buildings, would you? 

The Witness: Oh, of course not, no, because it was just 
residential and it was all the McLean property. The 
McLean estate owned what are the houses that had been 
converted into offices. Where Rozier Dulaney used 

1084 to have his office. Old man Dulaney used to have his 
office on Vermont Avenue, and the McLean house 
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itself and a parking lot between that and the Shoreham 
Building. The Shoreham Building was on the comer. 

The Court: Is that all now, gentlemen? 

Mr. Magee: In light of Your Honor’s question I would 
like to ask Mr. Quinter a few more questions. 

By Mr. Magee: 

i 

l 

Q. Mr. Quinter, for the purposes of constructing an 
office building, wasn’t it more desirable to have a minimum 
of improvements on the property and cleared ground like 
an empty parking lot from the point of view of the expense 
of starting construction? Wasn’t that more desirable 
than to have some decrepit office building on there? A. 

The McLean property itself, the house, was quite a man¬ 
sion. I doubt whether this site at Connecticut Avenue and 
“M” Street had any more improvements on it than the 
McLean property had. I don’t know. It may have. 

Q. It had some improvements of a house type at the 
time it was brought up to you, did it not, sir? A. Yes. 

Mr. Magee: That is all. j 

*•••••*••• 

1085 The Court: You don’t know what the property I 
cost per square foot? 

The Witness: I think it was around $50.00. The testi- : 
mony—you see this was back years ago and I have been 
out—I haven’t done anything for years and I haven’t had 
any mental exercise and my mind isn’t as mentally alert i 
as it used to be. I would like to tell you but it is very 
easy to find out by just getting the record in that McLean ' 
case. I think it would be entertaining to read. 

• • • • # • # • m • 

Thereupon, 

Irving G. Rudd 

i 

i 

was called as a -witness and, after having been duly sworn, j 
was examined and testified as follows: 

i 

i 

i 

i 


I 







Direct Examination 
By Mr. Jackson: 

Q. Mr. Rudd, will you state your full name? A. Irving 
G. Rudd. 

Q. Where do you live? A. 4709 Alton Place, Northwest, 
Washington, D. C. 

1086 Q. Do you have an office in the District of Co¬ 
lumbia? A. I do. 

Q. In what business are you engaged? A. I am a senior 
partner of Rudd, Kristeller & Company. We are members 
of the New York Stock Exchange and American Stock 
Exchange. 

Q. And where is your office? A. 1010 Vermont Avenue, 
Northwest. 

Q. Where were you educated? A. I went to Harvard 
College and received my bachelor’s degree there in 1929, 
specializing or majoring in economics and finance. 

I continued post-graduate work at Columbia University 
in the same field; and got a master’s degree in 1931; and 
the following year in 1932 I passed the oral examination 
for the degree of Ph.D. in the same field. 

Q. That is in economics? A. Economics and finance; 
in economics generally with special emphasis on finance. 

Q. After you graduated did you take employment? A. 
Yes. 

Q. WTiere was it? A. I became associated with a stock 
exchange firm in New York by the name of Bernard, Wink¬ 
ler & Company, members of the New York Stock 

1087 Exchange, in the capacity of statistician and finan¬ 
cial analyst. 

Q. How long did you remain in that position? A. Until 
1937. 

Q. As a statistician and financial analyst what were your 
duties? A. I was in charge of what is known in the 
brokerage community as the statistical department, which 
assembles data, financial data, relative to operations of 
corporations, stocks, and the obligations of which are from 
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time to time subject to investment scrutiny of the firm and 
investment needs of the firm’s clientele. 

Q. During the period 1931 to 1937 when you were in 

the position of statistician and financial analyst of Bernard, 

Winkler & Company, did you have occasion to advise 

clients of that company with respect to investment? A. 

As a matter of dailv routine. 

•> 

Q. And in the course of consulting with and advising 
clients, did you have occasion and will you state the extent 
to which you did to inform them of values of securities? 
A. Right along, all the time, that was part of my job. 

Q. At that time did you have occasion to analyze both 
listed and unlisted securities? A. Yes. 

Q. After 1937 and the termination of your employment 
with Bernard, Winkler & Company what employment 
1088 did you take? A. I moved along to accept employ¬ 
ment with a larger stock exchange firm. 

Q. What was its name? A. The name of that firm is 
the D. M. Minton & Company. The firm had then been 
in existence for some 25 or 30 years and the firm held 
memberships not only on the New’ York Stock Exchange 
but also on the Curb Exchange and several commodity 
exchanges. 

Q. Now’, how’ long did you remain as an employee of the 
D. M. Minton & Company? A. In 1940 I was invited to 
become a partner of that firm. 

Q. Between 1937 and 1940 w’hat kind of work did you 
do for the D. M. Minton & Company? A. Exactly the 
same w’ork as I did with Bernard, Winkler & Company, 
namely, the statistical and analytical work relating to 
the investment problems of the firm’s clients. 

Q. Now, how’ long did you remain as a partner of D. M. 
Minton & Company? A. Until the end of 1941. 

Q. At the end of 1941 what employment did you engage 
in? A. I w r as asked to come to Washington and assist in 
the formation of a government agency, which wras then 
knowm as the Office of Coordinator of Information and 
later w r as renamed The Office of Strategic Services, as a 
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division, I suppose—I don’t know exactly how to describe 
it—I think it was known as a division of the United 

1089 States Joint Chiefs of Staff. 

Q. Do you remember the date on which you came 
to Washington? A. I remember it very well. I came here 
on the 25th of November, 1941. 

Q. Is there anything which occurred which makes you 
remember that? A. Yes, because it so happens that I 
came here with the idea of remaining a short period of 
time, and two weeks later we hit Pearl Harbor and I was 
never able to return to my business. 

Q. How long did you remain with the Office of Strategic 
Services? A. I remained with the Office of Strategic 
Services until June, 1944. 

Q. During the course of your service wdth the Office of 
Strategic Services, what kind of work did you do? A. I 
was in charge of certain phases of intelligence work which 
was related to analysis of industrial capabilities of other 
countries, as these in turn were related to the combined 
war effort. 

Q. In the course of your duties with the Office of Strate¬ 
gic Services, please indicate whether and the extent to 
which you kept in touch with financial matters in 

1090 the United States? A. Well, in the first place, I 
had investments of my own that I looked after; 

secondlv, I alwavs considered mv war service as a tern- 
porary occupation and knew that I would get back sooner 
or later into my business. I kept in as close touch with 
the financial conditions and particularly with the market 
conditions as I could through newspapers and similar 
sources. 

Q. When you completed your war service did you receive 
any award? A. I was awarded the Certificate of Merit 
by the Office of Strategic Services. 

Q. Did you know what the Certificate of Merit was with 
respect to a high or low award for civilian service? A. 
I understand that that is about the highest award a civilian 
could get. 
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Q. Now did you spend all of your time in the Office of 
Strategic Services in Washington? A. No. As a matter 
of fact, I left the Office of Strategic Services in June, 
1944, to accept an invitation from Donald M. Nelson, who 
was then Chairman of the War Production Board, to be¬ 
come one of his special assistants. 

Q. I don’t think you have quite answered the question. 
When you were -with the Office of Strategic Services, did 
you spend all of your time in Washington? A. I beg 
your pardon, I misunderstood the question. No, I spent 
a part of the time in Washington and part of the 

1091 time abroad. I w r as requested to take up some duties 
in London commencing approximately October, 1942, 

and remained in the London office of the Office of Strategic 
Services until about mid-year of 1943. 

• •••••••*• 

1092 Q. After you left the War Production Board, what 
business undertaking did you take? A. I opened 

an office right after the war—I can’t remember the exact 
date—I believe it was around April of 1945—in Washington 
and became engaged in work as a consulting economist. 

Q. What did that work consist of? A. It consisted of ! 
assignments which I undertook for different clients in 
the field of industry, finance, and there were matters re- j 
lating to foreign trade. There were matters relating to j 
investments and similar undertakings. j 

Q. How long did vou remain in the business of a con- j 
suiting economist? A. I remained in that business until j 
January, 1951. 

Q. During that period where was that office? A. Part j 
of the time in the Chandler Building in Washington and 
the remainder of the time in my present location, the | 
Denrike Building. 

Q. During the period from 1945 to early 1951 did you 1 
have occasion to make any inquiry or investigation i 

1093 for clients into the value of securities? A. Yes, I did. j 

Q. Both listed and unlisted? A. Yes. 
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Q. In January of 1951 you indicated, I understand, 
that there was a change in your employment. What was 
it? A. I became associated with the firm of Sutro Brothers 
of the New York Stock Exchange and other leading ex¬ 
changes, in the capacity of resident manager in the Wash¬ 
ington office. 

Q. How old is the Sutro Brothers & Company? A. The 
firm was established in 1896. 

Q. Will you indicate the extent to which Sutro Brothers 
& Company is well known in financial circles? 

#•••••#••• 

The Witness: Well, Sutro Brothers is regarded as one 
of the leading stock brokerage and investment houses in 
New York. At one time the firm had extensive branches 
all over the United States. It gave up what is known as 
wire activities, the mass operations on a large scale on a 
national basis, in order to concentrate in the investment 
phases of the business. And the opening of the Washing¬ 
ton office was its first venture in the direction of branch 
offices. 

1094 By Mr. Jackson: 

Q. How long did you remain as Washington manager of 
Sutro Brothers & Company? A. On April 2,1954,1 formed 
my own firm, Rudd, Kristeller & Company, and my firm 
was admitted to membership in the New York Stock Ex¬ 
change and the American Stock Exchange effective that 
date. 

I would like to correct this answer. I formed the firm 
actually several days prior to that date but we were ad¬ 
mitted to the New York Stock Exchange effective that 
date and therefore our operations commenced on that date. 

Q. In the course of your business as of today are you 
engaged from time to time to make investigations of the 
value, fair market value, of securities, that is, stocks, listed 
and unlisted? A. I am. 

Q. Have you had occasion to make inquiry and investiga¬ 
tion of the value as of January 15, 1943, of the stock of 
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a corporation known as the Longfellow Building Cor¬ 
poration? A. I have. 

p ••••*•#••• 

t 1095 By Mr. Jackson: 

Q. Have you ever had occasion to make an inquiry as to 
the value of stock as of a date previous to the date on which 
you made inquiry? A. Of course I have had, in several 

• ways. In the first place, on various occasions in the past 

y I have been called on to assist in the valuation of securities 

in purposes of estate liquidations and appraisals. But 
what is even more important than that, no financial 
1096 analysis of securities is possible unless you could 
have a certain period of time, and you have to be 
conscious at all times of not only the present value but 
y what its value was in the past so that you can project future 

valuation. 

Q. Have you made an investigation of the value, as of 
January 15, 1943, of the stock of the corporation known as 
Longfellow Building Corporation? I have, 
v Q. Who requested that you make that investigation? 

A. You did. 

Q. Now, will you state what investigation you have made, 
that is, what you did, what information you sought, where 
vou went to get it, what essential facts vou learned in the 
course of vour investigation? A. Since vou contacted me, 
I requested that you furnish me with some basic data relat- 

* ing to the operations of the Longfellow Building Corpora¬ 
tion such as the balance sheets, income statements, and 
similar material, which you did. 

I also called from time to time for additional collateral 
+ material, for example, photostatic copy of the government 

„ lease, and material which related to the rent formula and 

the like. 

At the same +ime I did some research on my own. I 
undertook some research of my own about the general finan¬ 
cial conditions as they prevailed back in 1941 and 1942, and 
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I did this simply by going over to the Library of Con- 

1097 gress and reading up on the old copies of the Wall 

Street Journal during that period and Barron’s « 

Financial Weekly; also the Washington newspaper, the 
Evening Star, to try and get an idea of the general state of 
financial markets locally. 

The Court: When you say, “locally,” you mean in the 
Washington area? 

The Witness: In the Washington area. 

< 

Bv Mr. Jackson: 

Q. I show you Plaintiff’s Exhibit 7-B and ask you if you 
were furnished a copy of that document? A. Yes, I have 
been furnished the document. ♦ 

Q. I show you copies of Plaintiff’s Exhibit No. 14 and 15, 
being Longfellow Building Corporation’s operating state¬ 
ments from February 3, 1941, to December 31, 1941, which 
is Plaintiff’s Exhibit No. 14, and a document entitled, 
“Longfellow Building Corporation Statement, January 1, 

1942, to December 31, 1942,” which is plaintiff’s Exhibit 

No. 15.1 ask you if you were furnished with copies of those * 

documents? A. Yes. 1 

Q. I show you Plaintiff’s Exhibit No. 8, which is a photo¬ 
static copy of a sheet in which handwriting appears at the 
upper left-hand corner, “Longfellow Building Corporation 
per share of capital stock as at December 31, 1942, based « 

on balance sheet by William Hutchison, Auditor,” and ask 
vou if vou have seen that? A. No, I haven’t seen 

1098 this one. 

Q. I show you Plaintiff’s Exhibit No. 13, which is 
the Longfellow Building Corporation annual earnings after 
tax sheet, and ask you if you were shown a photostatic copy 
of that sheet? A. Yes. 

Q. Now, were you shown a copy of the deed of trust which 
contained the rent formula? A. Yes, T have a photostatic 
copy of it. 

*##•••*#*• * 
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By Mr. Jackson: j 

Q. I show you a photostatic copy of a document 

1099 which bears, “Plaintiffs’ Exhibit No. 17, Deed of 
Trust, May 10, 1942, Longfellow Building Corpora¬ 
tion and James L. Dougherty,” and ask you if you were 
shown a copy of that document? A. Yes. 

Q. Now, will you state for us the essential information 
which you obtained from these documents and from your 
investigation of economic conditions obtaining in 1941 and 
1942 at the Library of Congress and elsewhere, and the 
other essential information which you obtained in the con- i 
duct of your inquiry as to the value of the Longfellow Build¬ 
ing Corporation stock ? A. This is going to be a fairly long 
answer. 

Q. Very well. A. My problem actually was to try and 
determine the value of Longfellow Building Corporation’s 
common stock as of January 15, 1943. 

Q. May I interrupt long enough to ask this question: You 
speak of value. What kind of value? A. The fair and 
reasonable market value. A value at which I would not be 
averse to recommend my clients to make an investment. 

The building was completed, according to my informa¬ 
tion, by February 3, 1941. The building is located here in 
Washington on the northeast corner of Connecticut and 
Bhode Island Avenues and constitutes the sole fixed 

1100 asset of this corporation, and also constitutes the 
sole source of income of this corporation. 

It was important, therefore, to determine first of all the 
conditions under which this building was leased to the 
United States Government. I examined the lease and 
noticed reference there to a provision relating to rental, to 
wit, that the fixed rental, as stated in the lease agreement, 
was subject to adjustments of each of the renewal periods 
in accordance with the rent formula as established bv the 

w i 

B.F.C. Mortgage Company. 

I also discovered in the lease that while the corporation 
was bound under that until June 30, 1945, the government 

i 

i 

i 

i 


i 
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had the option to cancel the lease at the end of each renewal 
period on 30-day’s notice. 

The rent formula in question I can recite here if it is 
necessary, but I assume that everybody knows it. In effect 
as I see it, it froze the income position of this corporation 
in this sense: That its profit at no time could exceed two 
and one-half per cent of $500,000 annually, or $12,500 as 
long as the lease was in force. Furthermore, examination 
of this rent formula revealed that some of the expenses 
incurred by the corporation were in fact not provided for 
or covered by the rent formula, and had to come out of this 
$12,500 maximum retainable profit, frozen profit, if you 
please. Among such items during the period which I exam¬ 
ined were items of interest on loans secured by 
1101 second trust, officers’ salaries, and one or two small 
and sundry items. In other words, as this income 
picture appeared to me, in a sense the corporation was, 
and its agent, Mount Mortgage Corporation who handled 
some of the funds for the corporation as agents, were sort 
of a relay point into which monies in the form of rental 
came in and monies went out to pay all of the allowable 
expenses under the rent formula, except the retainable 
profit of it which I have already described, and except the 
items I enumerated not covered by the rent formula. 

At the time of the transaction in question, January 15, 
1943, as I calculate, six per cent interest on the second 
trust, which was then outstanding in the amount of $90,000, 
the required debt service for this item was $5,400 a year 
which had to come out of $12,500, leaving $7,100 as the max¬ 
imum ceiling, if you please, and not $12,500 which was stated 
as an allowable item under the rent formula. 

And out of that $7,100, you still had to pay your salaries, 
if there were any and if you wanted to continue them, and 
a few small sundry items. 

Well, to try and compare this approach with the record, 
or rather the results of my findings, following this ap¬ 
proach, with the results that one would come up with by 
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analyzing the date in exhibits 14 and 15, I computed that 
during the period from the time the building was 

1102 opened February 3, 1941, at which time the govern¬ 
ment took possession under the lease, until the end 

of 1942, a convenient point at which to calculate it, and 
that was only 15 days before the transaction in question. 
During this entire period the gross income of Longfellow 
Building Corporation, which is basically the sum total of 
your rent received from the government, less adjustments, 
amounted to $395,727.51. 

During the same period, the corporation’s expenses ag¬ 
gregated $228,974.92, leaving a balance of $166,752.79. 

Under the terms of the first mortgage the corporation 
was obligated to curtail annually the amount of advance 
under the first trust, or loan under the first trust, and this 
curtailment was not an item allowed under the rent formula. 
Therefore, out of $166,752.59, $126,175.80 had to be used 
to curtail the first trust, leaving $40,576.79. 

Federal income taxes during this period aggregated $33, 
642.13, leaving a balance of $6,934.66. 

Now, this is a very significant figure in my judgment 
because that is the only cash flow available, which was 
available in the approximately 23-month period after oper¬ 
ating the Longfellow Building under the lease for the gov¬ 
ernment, and it was in considerable disequilibrium, if I 
may specify it that way, as against the obligation of the 
corporation under the outstanding loans. But I will come 
back to that point a little later. 

1103 T take this figure of $6,934 and I deduce from it 
that it represents really the effective earnings during 

this period on a cash flow basis—there are a few minor 
accruals in the figures—which translated into terms per 
share per annum—I believe the exact calculations are not 
necessary at this point—amounted to $1.81 per share on an 
annual basis. 

Q. Tell us how you figure? A. Well, take $6,934.66 and 
divide it by 23 months—I made no allowance for three days 
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in February—I thought it was close enough—and you mul¬ 
tiply the result by 12 and divide it by 2,000 shares of com¬ 
mon stock outstanding. 

There is one significant factor in my determination of 
the value of the stock: The effective earnings out of the 
operations during the 23-month period on a cash flow basis. 

In this connection, I may point out I think it is significant 
that in projecting the earnings the incomes and the earn¬ 
ings ahead, I had to take into account that under no stretch 
of the imagination could this company have possibly have 
accumulated between the end of 1942 and 1946 a reserve, a 
cash reserve, out of which it could meet the $90,000 obliga¬ 
tion which was maturing then. 

Looking at the balance sheet for a moment—I will come 
back to this figure later—and I had in addition to Exhibit 
Xo. 7-B, I had before me balance sheets as of June 30,1942, 
and December 31, 1942. This is for a later period. 

1104 Q. May T interrupt there long enough to ask the 
Clerk for Plaintiffs’ Exhibit 7-B and 7-C. 

The Deputy Clerk: I think you have 7-B. 

• #••••*••• 

By Mr. Jackson: 

Q. The balance sheets you had before you were Exhibits 
7A, 7-B, and 7-C, were they not, Plaintiffs’ Exhibits? 
A. That is right. As a matter of fact, I said December 31, 
1941, not 1942, and June 31, 1942, and December 31, 1942. 

Q. Xow, please proceed. A. My first line of approach in 
examining the balance sheets was to try to determine, going 
behind the figures, whether or not the figure representing 
land and building, less reserve for depreciation, during the 
initial period ending December 31,1942, was in fact a figure 
reflecting the actual cost of the construction and actual cost 
of the land. 

T conferred with Mr. Jackson and asked him to put me in 
contact with material which would shed light on this 

1105 very question. He informed me that the cost of the 
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fixed assets, as it appeared in the balance sheet, was 
an inadequate figure something from certain watering of 
stock at the time of the promotion of the venture and that 
at a later date—I don’t remember exactly the date—X made 
no note here—the Internal Revenue Bureau in fact dis¬ 
allowed $439,500 as an overstatement of the capital assets. 

For purposes of my analysis, I decided to accept this de¬ 
watering formula of the Internal Revenue Bureau and, 
having received from Mr. Jackson a figure of $2,035,675.61 
as the figure of land and building as per books, I deducted 
$439,500 and came out with an answer of $1,596,175.61 as 
representing— 

Mr. Stetson: What was that figure again? 

The Witness: $1,596,175.61, as representing the actual 
cost of the building and the land. 

At the time the building was completed in February, 
1941, it is my judgment that the cost of the building, as 
well as the cost of the land, would have been verv close to 
the market value of such a building and land. In other 
words, you didn’t have in those days such variations in 
values covering sometimes short periods of months as you 
had much later in the post-war period inflation. 

I proceeded on my premise that $1,596,175.61 was the 
market value of the assets in question. 

Mr. Fruit: What was that figure? 

1106 The Witness: $1,596,175.61. 

If the Longfellow Corporation, upon completion of 
the building, wanted to sell it, that is approximately the 
amount that could have been realized. 

I inquired as to the mortgage obligations and similar 
obligations of the corporation at the time the building was 
completed and I was advised that these comprised a first 
mortgage of $1,500,000, and demand notes collaterally se¬ 
cured by a second trust in the amount of $139,000, for a 
total of $1,639,000. 

Well, it would appear on the basis of these findings that 
in fact when the company started its operations and the 
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building was completed—T use this term “starting its oper¬ 
ations” in the sense that the building was completed and 
the government moved in and started to pay rent—when the 
company’s obligations exceeded the value of its assets, this 
led me to a conclusion that there was no equity in this under¬ 
taking at that time. 

In fact, the common stock was under water, to use the 
expression currently employed in our business. It had no 
equity value at all. It had in fact a minus—it was in fact 
a minus equity position. 

Between February 3, 1941, and the end of 1942, Long¬ 
fellow Building Corporation paid under the first trust $126,- 
175.80 as curtailment of the obligation. This figure, 
1107 naturally is value added to the equity in this picture. 

But by the same token the building was depreciated. 
Under normal conditions any asset depreciates over a 
period of time. Some assets depreciate faster than others. 
Like a machine tool, the life of machine tools may be five 
years. A building of this sort has a much longer life. Tak- 
the depreciation figures per books, depreciation during the 
period that I am now covering was $56,386.03. So that in 
fact this equity writeup of $126,000 was not $126,175 but 
somewhere around $70,000. 

If we take into account that to begin with not only was 
there no equity so far as the common stock was concerned 
but in fact it was in the hole to the tune of $40,000, the max¬ 
imum possible equity appreciation during this period would 
have been something in the order of magnitude of $30,000. 
One can not be precise to the penny in this type of analysis. 

Consequently in trying to determine a fair market value 
of this stock as of January 15, 1943, and trying to do that 
on the basis of earnings, past and projected, as well as the 
equity position, I could not take into consideration any¬ 
thing but possibly $30,000 of equity enhancement since the 
completion of the building. 

Coming back now to the figure of $1.81, which I have cal¬ 
culated as being the earnings of this enterprise on a per 
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share basis during the period February 3, 1941, and ending 
December 31, 1942, I had to arrive at some basis of 

1108 constructing a ratio which would be a reasonable one 
under the circumstances of price to earnings, com¬ 
monly referred to as price-earnings ratio, a very common 
method of analyzing investments. 

During different phases of business cycles, investors as 
well as speculators give different interpretations as to 
these ratios. In fact at anv given time often even two 
stocks of two corporations of similar size and financial 
condition sell at different price-earning ratios. 

You will recall that I did some research, read up on the 
'Wall Street Journal and Barron’s Financial Weekly and 
other publications, in order to familiarize myself or rather 
reconstruct in my mind what were the prevailing conditions 
of the market at that time, and what were the price-earning 
ratios paid by investors for different kinds of securities. 
Could I present an illustration of my point here by exhibit¬ 
ing a chart. 

Mr. Jackson: What chart? 

The Witness: This is a chart of certain averages of 
prices of different securities I would like to illustrate one 
of my points by showing one curve of that chart. 

By Mr. Jackson: 

Q. What is the name of the chart? Who prepared it? 
A. This is a chart prepared by Securities and Research 
Corporation, Boston, Massachusetts, of six market aver¬ 
ages. 

Q. And what market averages do you propose to 

1109 use from it? A. I propose to use the Dow-Jones 
industrial averages. 

Q. Are the Dow-Jones industrial averages generally used 

by investment counsellors in appraising business cycles? 

A. One of several averages used, but they are a very com- 

monlv used average. 

* ^ 

Q. And are those averages considered reliable? A. Reli¬ 
able and representative. 
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Mr. Jackson: Mav lie do so to demonstrate to the Court? 

•» 

The Court: Very well. 

1110 The Witness: I would like to point out that the 
period under consideration is from February ’41 to 

the end of *42. In other words, it is the period during 
which these price averages, the Dow-Jones industrial aver¬ 
ages, which is represented by this bold curve (indicating 
on blackboard) was moving downward, having established 
its all-time, wartime and post-war low in April, 1942, and 
was just turning up gradually, having reached this point 
(indicating on blackboard), which brings us to January, 
1943. 

By Mr. Jackson: 

Q. Will you take this pen that I have here and make a 
mark at the point at which date this appraisal is fixed? 
(The witness complied.) 

Q. May I be permitted to draw on that a line? A. In other 
words, I would like to illustrate two things. I want to illus¬ 
trate, first of all, that all of this was way ahead of us and, 
secondly, that in this kind of a market, extreme conserva¬ 
tism usually prevails in determining price earnings ratios. 

This was further influenced by war factors, uncertainties 
which were inherent when a country is engaged in war, 
with the result that at this point (indicating) taking 

1111 total ’42 earnings into consideration and figuring 
price earnings ratios of stocks, a few of which I will 

mention in a moment, stocks that were selling here (indicat¬ 
ing), that is, in January, 1943—you wall see that investor 
appraisals of price earnings ratios as of then was most 
conservative. I will cite a few examples. 

Q. Can you leave the board and return to the witness 
stand ? A. I believe so, yes. 

Mr. Jackson: May I ask the Clerk to mark that chart as 
Defendant Mt. Vernon’s Exhibit the next consecutive 
number? 
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(Mt. Vernon Mortgage Co. Exhibit No. 25, previously 
marked for identification, was received in evidence.) 

• *••••*••• 

1112 The Witness: The stock of Baldwin Locomotive 
Company, listed on the New York Stock Exchange, 

an old line company, heavily engaged in war work, was 
selling then at $10 1 /L > a share, and the earnings for the year 
1942 amounted to $3.50 a share. 

The stock of Jones & Laughlin Steel Corporation, one of 
the leading steel companies in the country, was selling then 
at $19 a share, against earnings in 1942 of $6.00 a share. 

The stock of Anaconda Copper Corporation was selling 
at $24; earnings in 1942, $4.25 a share. In other words, the 
price at which the market valued these securities was be¬ 
tween three and four times the ’42 earnings. 

I felt that it might be also advisable to examine the prices 
of some of the securities examined in the record, 

1113 Wall Street Journal, Barron’s, and other publica¬ 
tions I looked at, securities of corporations which 

were identified with real estate. 

Q. Before you leave that, may I inject this question, Mr. 
Budd: With respect to such stocks as Baldwin, Anaconda, 
and Jones & Laughlin, do such stocks have any market 
advantage and, if so, why, because of being— A. The stocks 
of these companies are listed on the New York Stock Ex¬ 
change, which gives the maximum amount of marketability. 
An investor holding these securities can convert them into 
cash literally on a few minutes notice, whereas stocks then, 
as well as now, which do not enjoy the same degree of mar¬ 
ketability usually under a similar set of conditions, would 
be selling at a discount from those that are listed. 

Q. And what, if anything, is the effect of the fact that 
Baldwin, Anaconda, Jones & Laughlin and such stocks are, 
if they are, national in scope? 

• #*•*•#**• 







510 


The Witness: Well, the effect is simply this, that any 
large company operating on a national scope doesn’t have 
all its eggs in one basket. There is a diversification of risk, 
both from point of locality and also in point of the type of 
business that different divisions located in different 

1114 places might be engaged in. 

Q. You spoke a moment ago of these stocks as 

being readilv convertible into cash. When vou sav that, 

do vou mean bv sale or otherwise? A. What I mean bv 
• » •> 

that is this: There is every day for several hours each day 
a quotation available on the floor of the New York Exchange 
representing a price at which there is always a buyer, and 
representing a price at which the stock can be sold. 

Q. Is there any relation to the reasonable market value 
of a security and the ability of the owner to borrow money 
on it readily and quickly? A. Well, as a matter of fact, 
under the margin rules of the New York Stock Exchange, 
unlisted stocks are inadmissible. In other words, purchases 
of unlisted stocks must be made for cash. Likewise, it is 
much more difficult and sometimes impossible to borrow 
money from banks on unlisted securities, whereas on listed 
securities it is almost automatic. 

Q. Does that have any effect on the fair market value of 
an unlisted stock? A. It definitely does. 

Q. Now, you were about to continue your analysis in 
having to do with certain real estate securities. A. I would 
like to mention in this connection that, like Dow-Jones aver¬ 
ages of industrial securities, there has been for a 

1115 good many years another average, which is known 
as Amott-Baker realty bond price averages. This is 

a specialized kind of an average, relating to price fluctua¬ 
tions in first mortgage, as well as debenture bonds of real 
estate holding corporate entities. 

As of December 31, 1942, this average was $330 per thou¬ 
sand dollar bond. During the entire period of 1942, it ad¬ 
vanced from 302 to 330. 
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Away from averages to specific illustrations, I uncov¬ 
ered that an obligation, a bonded obligation of a fairly 
well-known office building in New York City, known as the 
Clianin Building, at the corner of 42nd and Lexington, ma¬ 
turing in 1945, in other words, maturing in approximately 
two years—I don’t have the specific date in 1945—these 
bonds were selling at 33 to 34%, which means $330 to $345 
per thousand dollar obligation. 

The Court: What is the size of that building? 

The Witness: I would roughly estimate it about 35 to 
40 floors. 

I have another illustration which I think is indicative of 
the market conditions prevailing at that time: The Equi¬ 
table Office Building Corporation, owing the Equitable 
office building at 120 Broadway, one of the landmarks of 
New York’s financial district. The common stock of that 
corporation, according to the balance sheet as of April 30, 
1943, had a book value of $1.48 a share. The corn- 
1116 mon stock of this corporation was then and still is 
listed on the New York Stock Exchange and, there¬ 
fore, enjoys the marketability to which I have previously 
referred, and yet on January 15, 1943, while there were no 
actual transactions in the common stock of the Equitable 
office building, the official bid and asked was 25 cents bid, 
offered 37% cents. 

Mr. Fruit: What was that last figure, please? 

The Witness: Offered at 37% cents. 

By Mr. Jackson: 

Q. With respect to your inquiry into real estate bonds 
values and prices of stocks, did you inquire into the real 
estate bond figures in Washington? A. I have. I had to 
rely, of course, on the financial pages of the back copies of 
the Evening Star. The financial pages of the Star are not 
as exhaustive as those of either the Wall Street Journal 
or the New York Times, for example. The quotations were 
not available on a monthly basis, but I have determined 
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that as of January 15,1943, the bonds of the National Press 
Building, which bore interest at the rate of 4M> per cent, 
were selling at approximately 60 per cent discount from par. 

Mr. Stetson: Before the witness goes further, I think 
he had better state where he found that out. He said there 
was no availabbility in the papers, I understood him to say. 

The Court: Well, you may state where you got 

1117 vour information. 

* 

The Witness: I didn’t say that. I tried to say I 
didn’t have any daily record of it but I had it from time to 
time, some months possibly a couple times, and another 
month maybe three or four times, and I tried to arrive at 
a fair average. It may have been one or two percent one 
way or the other exactly on that day, but approximately, 
and I refer you to the Evening Star, the financial pages of 
the Evening Star, during the last two or three months of 
1942 and the first two weeks of January ’43, and you will 
find it there. In fact, if I remember correctly, there was 
one article by a man whose name is Stone, reciting some 
prices during the preceding months, but it is not a precise 
quotation. That is the only point I want to make. 

By Mr. Jackson: 

Q. What is the difference between a bond and a common 
stock? A. Well, the bond is an obligation of the corpora¬ 
tion and the common stock entitles you to a share in the 
corporate equity after all obligations. 

Q. With respect to the factors which influence an investor 
in common stock and in the dissolution of a corporation, 
what has to be done with the bonds before the common stock¬ 
holders receive anything? A. The bonds must be 

1118 paid up in full before there is any distribution avail¬ 
able for common stockholders. 

Q. Do bondholders participate in earnings? A. Only at 
a fixed rate to the extent of the interest. Well, strike that. 
They do not participate in earnings. They get a stated 
interest rate on their bonds, with the possible exception 
of income bonds, which are not terribly common. 
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Q. They are not, so far as you know, included in those— 

A. So far as I know, they are not. 

Q. Those which you were discussing? A. No. 

Q. You may proceed. A. Well, now, to try and pull 
together the various factors which entered into my consider¬ 
ation of this problem. I find myself looking at the stock of 
a company which was put together for the purpose of build¬ 
ing and operating an office type building, under lease with 
the Government. I understand that the building was not 
finished as a conventional office building in the sense that 
there were permanent walls and partitions for individual 
office units, but each floor was left open, almost a single¬ 
purpose building, under lease to the United States Govern¬ 
ment, with a commitment to remain so leased until ’45, 
giving the Government an option at all times—strike all 
times—during that period giving the Government the option 
to cancel the lease on 30 days notice at the end of each 
rental period, a corporation which borrowed more 
1119 than the then value of its assets, with contractural 
commitments far in excess of its possible ability of 
creating cash reserves to meet same, fixed income position 
fixed by the rent formula, leaving, as I just said, an inade¬ 
quate balance for creation of reserves to meet future obli¬ 
gations, no real enhancement in the book value by virtue of ! 
the fact that any trust curtailment during the periods that j 
were shown here were almost entirely eaten up by deprecia- j 
tion allowances and by making up the deficits or, rather, 
the deficit in equity position, which was there at the incep- j 
tion. 

I took the earnings during this period, February 3, ’41 | 
to December 31, ’42, and on the basis of these earnings and j 
against the background of the then prevailing market con- j 
ditions, concluded that an evaluation of the stock on the j 
basis of any sort of a price earnings ratio could not be in j 
excess of about $5.50 a share, or about 3 times earnings ! 
at the most. 
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I could not make any correction or adjustment resulting 
from any substantial enhancement of the equity value for 
the reasons which I have stated. I did realize, of course, 
that in addition to these various tangible factors which I 
have considered and stated, there were certain tangible 
factors which may have played a role or could have played 
a role and should be taken into consideration. 

Intangible factors, like control, from time to time trans¬ 
actions of a similar nature take place which give 

1120 considerable weight to intangible factors, particu¬ 
larly in so far as they might affect the interests of 

the parties in question. 

In this case I could not compare the acquisition of 833 
shares of stock in the same light as I would view an acqui¬ 
sition of the building in toto, because the buyers of the 
stock were not buying the building in toto. They were 
buying a share in the company owning the building, and 
irrespective of the extent of their control, whether it was 51 
percent or two-thirds or whatever it was, there were always 
minority stockholders, with rights to be reckoned with. 

I am unable to place a dollar figure on intangible factors. 
It would be futile on my part, as I would see it, to try to 
do so, but I did conclude that in the light of my analysis of 
this company and its operations during the period I have 
considered, its earnings, its equity position, its possible 
difficulties in almost the immediate future of discharging 
its obligations, the general conditions of the market, the 
conditions in the "Washington scene, some of them related 
to the war conditions, in the right of all that and in the 
light of my estimate of what the stock should have been 
worth in the market on a fair basis, using price earnings 
ratio, I think that the price of $33.50 reflected a very gen¬ 
erous appraisal of the intangible factors. 

Mr. Jackson: You may inquire. 

Mr. Magee: I understand that I cannot cross 

1121 examine this witness, Your Honor? 

The Court: This is a defense witness, and your 
defense is the same as the defense of all the other defend- 
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ants, according to the pre-trial statement, and your exami¬ 
nation is direct examination, unless you can show to the 
Court that your interest, the interest of your clients, is 
adverse in some way to those of the other defendants. 

Mr. Magee: Then, under those circumstances, Your 
Honor, I defer my examination. 


#•***••• 

Cross Examination 



By Mr. Stetson: 


Q. Mr. Rudd, have you stated all of the factors you have 
taken into account here in reaching this valuation? A. I 
have stated all the factors which I have considered in com- 1 
ing to—in the process of coming to my conclusion. 

Q. When did Mr. Jackson first consult with you concern- j 
ing this problem ? A. Exactly a week ago Friday, May 8, 
as I was leaving my office, I received a telephone call from 
him and he came over and met with me. 

Q. Is Mr. Jackson one of your clients, sir? A. I have 
never met Mr. Jackson before. 

Q. Do you know any of the defendants in this action? j 
A. I have met them subsequent to my first meeting 
1122 with Mr. Jackson. 

Q. When did you meet them, sir? A. Several con¬ 
ferences, beginning Monday of this week—I beg your par¬ 
don. I did meet Mr. Sothoron, who came with Mr. Jackson 
to see me on that Friday afternoon, and I have met Dr. j 
Koss and Mr. Highfield either Monday or Tuesday of this | 
week. 

Q. Have you ever heard of Mr. Lew Garrison Coit? | 
A. Never have. 

Q. Have you ever heard of Mr. Quinn of the firm of 
Auchincloss, Parker and Redpath? A. I beg your pardon. 

I would like to correct my first answer. I did notice on 
Saturday morning an item in the Washington Evening Star ; 
relating to the case and the names of Coit and Quinn were 
mentioned. 


Q. Did you read that article, sir? A. I did read that 
article, yes. 

Q. Haven’t you ever heard of Mr. Coit before? A. I have 
heard of Mr. Coit’s firm a gTeat deal for many years. 

Q. What firm, sir? A. Loomis-Savles, investment coun¬ 
selors, but I have never heard of Mr. Coit by name. 

Q. How about Mr. Quinn; have you ever heard of 

1123 him before? A. I have never heard of Mr. Quinn 
specifically. I know Auchincloss, Parker & Redpath 

as a firm. 

Q. Who do you know in that firm? A. I don’t know any¬ 
one personally. I know them as a firm, a member firm. 
We operate locally. 

Q. Now, did you in these discussions you mentioned dis¬ 
cuss all of the issues in this case? A. I didn’t understand 
the question. 

Q. Did you in these discussions with these various peo¬ 
ple, including Mr. Jackson, discuss the issues in this case? 
A. I did discuss some of the isues in this case. 

Q. WTiat issues did you discuss? A. Only those relating 
to my analysis, and I believe most of them were brought 
out in my testimony. The purposes of my meetings with 
Mr. Jackson and the other gentlemen were in order to obtain 
such data as I felt was needed bv me in order to be able 
to prepare an analysis of this picture. 

Q. How much of this data did you request and how much 
was volunteered? Isn’t it a fact, sir, all of it was volun¬ 
teered? A. I don’t know what you mean by volunteered. 
I would say that except for the initial data, which consisted 
of the balance sheets I mentioned and income statements I 
mentioned, as far as I can remember—oh, yes, and this 
exhibit; I don’t have the number—I guess this is Ex¬ 
hibit 13— 

1124 Mr. Jackson: The witness has held up photo¬ 
static copy of Plaintiffs’ Exhibit No. 13. 

The Witness: I would like to have these numbers, too, 
if I may. 
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By Mr. Stetson: 

Q. Continue, please, sir. A. I was going to describe 
the data which was left with me at the initial meeting and 
which I would call as having been volunteered. Every¬ 
thing else that I obtained here for my purposes I requested. 

Q. Perhaps it would be simpler if you tell us wdiat you 
requested? A. Well, I requested, first of all, a copy of the 
last agreement, and I received a photostatic copy of same. 

Q. Have you read that agreement carefully, sir? A. 
I have read it as carefully as I had to for my purposes. 
I don’t know any thing about the legal aspects of it, but 
I was interested in the income aspects of the lease agree¬ 
ment. 

Q. And what are the income aspects of the lease agree¬ 
ment, sir? A. The income aspects relate to a rental which 
was subject to adjustments based on the rent formula, 
and at that point I wanted to know more about the rent 
formula, which is not recited in the lease agreement. 
1125 Q. So you asked information concerning it? A. 

I asked for information on that score and that in¬ 
formation was given me in the form of this other exhibit, 
the number of which I don’t have, but it is the deed of 
trust exhibit. 

Q. The deed of trust? A. The deed of trust exhibit. 

Q. And did the deed of trust or the photostatic copy 
thereof assist you in your understanding of the rent form¬ 
ula? A. I have not even read the deed of trust. I was 
only interested in the portion of the deed of trust relating 
to the rent formula. 

Q. I ask you again, sir, did the deed of trust or the 
photostatic copy assist you in your understanding of the 
rent formula? A. In so far as it relates to the rent form¬ 
ula, yes. 

The Court: At this time we will recess for lunch until 
1:30. 

#•**•••••• 
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1126 Mr. Stetson: I have no further questions, Your 
Honor. 

Mr. Magee: Mr. Witness, when was the first time vou ever 
saw me? 

The Witness: This morning. 

Mr. Magee: No further questions. 

Mr. Jackson: I have just one question. 

Mr. Rudd, in your inquiry as to conditions in Jan¬ 
uary of 1953, what did you learn with respect to the avail¬ 
ability of office space? 

The Witness: Would you repeat the date, please? 

Mr. Jackson: January 15, 1943. 

The Witness: I think you said ’53. 

Mr. Jackson: Excuse me, I mean ’43. 

The Witness: I have no direct knowledge on the sub¬ 
ject of the office space situation in Washington as of that 
date except what I have heard from others indicating that 
all the existing facilities were filled up but that there was 
at times, and around that time possibly, some talk of the 
possibility of the Government dispersing its operations 
away from Washington. We all knew that some 

1127 agencies have actually moved away from here to 
give room to others, but there was some possibility 

of further disbursements because of bombing dangers and 
the like. 

Mr. Jackson: That is my only other question. 
Whereupon— 

Eric G. Jansson 

was recalled as a witness and, having been previously 
duly sworn, testified further as follows: 

1128 Q. Mr. Jansson, have you compiled from the 
the books of the Longfellow Building Corporation 

a statement of its income for the period February 3, 1941 
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to December 31, 1942 and also a statement of expense de¬ 
tail? A. I have. 

Q. Look at the paper which has been marked Defend¬ 
ant’s Exhibit No. 26, consisting of two pages, and tell us 
whether you made that compilation from the books. A. 
Yes, I did. 

*•##*•*•*• 

1136 Mr. Stetson: Your Honor, we feel that the witness 
has satisfied us that the compilation is properly 

prepared. We do feel that inasmuch as the compilation 
submitted today makes reference to the compilation sub¬ 
mitted yesterday, that perhaps both of them ought to be 
admitted in evidence rather than one. Furthermore, the 
one today is simply an explanation of the one submitted 
yesterday. 

Mr. Denit: We haven’t any objection to letting them 
both go in. 

The Court: Then you are offering 26; I think the other 
one was 24, wasn’t it? 

The Clerk: 24, yes, Your Honor. 

The Court: Very well, admitted. 

(Defendant Mt. Vernon Mortgage Co. Exhibits Nos. 24 
and 26, previously marked for identification, were received 
in evidence.) 

********** 

1137 Q. Now, Mr. Jansson, will you please take Exhibit 
No. 26 and tell us from that, please, sir, how much 

income the Longfellow Building Corporation had between 
February 3, 1951 and December 31, 1942? A. It was $395,- 
725.51. 

Q. What expenses were paid with respect thereto? A. 
As detailed on the second page, totaling $22S,949.64 before 
depreciation. 

Q. In addition to those expenses, were there other ex¬ 
penditures made during the period? A. Yes. Federal in¬ 
come taxes had either been paid or accrued totaling $33,- 
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642.13. Curtailments of the first trust mortgage had been 
made in the total amount of $126,175.85. Curtailment of 
the second trust mortgage had been made in the amount of 
$49,032.21, or a total of $208,850.14. 

*•••*•••** 

1138 Q. Now, in the items designated as additional ex¬ 
penditures, was there anything set up for depre¬ 
ciation? A. No, sir. Up to this point, this is all repre¬ 
sented by cash. Depreciation in this case is a valuation 
reserve which is simply recording the periodic charge off 
for the wear out of an asset, in this case the building. It 
is not a cash item, so it is not reflected in these figures up 
to this point. 

Q. What do these figures reflect with respect to the re¬ 
lation between income and expenditures? A. Up to the 
balance of the income before those last three figures, the 
balance was $166,777.87, and these three last items I gave 
you, totaling $208,850.14, exceed that income amount by 
$42,072.27. 

*•••••••#* 

Thereupon— 

Everard H. Boeckh 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 

1139 Direct Examination 

By Mr. Denit: 

Q. What is your full name, please, sir? A. Everard H. 
Boeckh. 

«*••••••## 

Q. Where do you live, Mr. Boeckh? A. In Alexandria, 
Virginia. 

Q. Whereabouts? A. Presidential Gardens. 

*••••••••• 
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Q. What is your business or profession? A. I am a con¬ 
sulting valuation engineer. 

Q. Where do you maintain your office? A. We maintain 
one office here in Washington, D. C. and another one in 
Cincinnati, Ohio. 

Q. Are you a member of a firm or do you operate as 
the sole proprietor? A. I am the sole proprietor but 
operate under the name of E. H. Boeckh and Associates. 

Q. When was your firm organized? A. My firm was 
organized in 1930. 

Q. Does it specialize in any particular type o£ 

1140 work? A. We specialize in construction cost studies, 
construction cost trends, and in general valuation 

work. 

Q. Are you a civil engineer? A. I am, sir. 

Q. Do you hold a license to practice civil engineering in 
the District of Columbia? A. Yes, sir. 

Q. Any other place? A. And in the State of Ohio. 

Q. Have you ever done any research work in connection 
with construction, economics and related subjects? A. 
Yes, sir. 

Q. Tell us what that has been. A. I am the author of 
a number of books on evaluation and appraisal work, among 
which is the Analytic System for the Measurement of 
Property Values, published in 1930: Boeck’s Manual of 
Appraisal, published in four editions, 1934, ’35, ’37 and ’45; 
Boeckh’s Index Calculator Charts, published in 1934, a 
Solution to the Federal Depreciation Policy, published in 
1936; Boeckh’s Index Calculator Tables, two editions, one 
published in 1937, the other in 1951, and the Cantonment 
Housing Cost Estimating Service, published in 1941. 

I am also the creator of the Boeckh Index of Construc¬ 
tion Cost, widely publicized in construction trade 

1141 journals and a number of Government publications. 

I have written numerous articles on value, cost 
and economic trends in leading trade journals. 

Q. Have you ever done any appraisal work? A. Ex- 
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cept for the period I was out of circulation, in the Army, 
I have been doing it continuously since about 1914. 

Q. Will you indicate to us, please, sir, the types of ap¬ 
praisal work you have done, without attempting to name 
all of them, just some of the jobs you have done? A. I 
began my appraisal career in 1914, when I was retained 
by the Canadian Manufacturers Association as one of 
three engineers to appraise all the property of the mem¬ 
bership in Canada. After this job was completed. I went 
with the Canadian Board of Fire Underwriters for ap¬ 
proximately two years and then entered the Army in 1917. 
#*****#•#* 

Q. How long did you remain in the Army? A. I was 
ordered on my second call to the Army—I was called in 
1940, and remained in the service until 1946, when I re¬ 
turned to my own private practice. 

Q. Let’s go back to the time when you were a younger 

man. After this 1917 service in the Army, how long 

1142 did vou remain in the Armv on the occasion of that 
* * 

service? A. I was mustered out of the Army in 
1920, when I became chief engineer of the Ohio Inspection 
Bureau at Cincinnati, Ohio. 

In 1924 I became vice-president of Darlington & Com¬ 
pany mortgage bankers, at Cincinnati. In 1928 the Dar¬ 
lington Company was merged with the Title Guarantee 
and Trust Company of Cincinnati, where I continued with 
the title company as manager of the mortgage loan de¬ 
partment until 1930, when I started E. H. Boeckh & 
Associates. 

Q. Have you ever served as a consultant to any tax 
commissions? A. My firm is presently acting as consult¬ 
ant to the Tax Commission of Wisconsin, to the Tax 
Equalization Commission of Pennsylvania, and to the Tax 
Equalization Commission of the State of New York. We 
furnish these bodies with all the necessary appraisals and 
estimated data for use in tax evaluation and equalization 
work. 
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Q. Are you consultant for any insurance companies? 
A. We are consultants to the Insurance Company of North 
America and to the Royal Liverpool group of New York, 
who have equipped all their engineers throughout the 
United States and Canada with our basic appraisal service. 

Q. Have you ever made any surveys for industrial or¬ 
ganizations in the United States? A. One phase of our 
work is a service to large industries, such as Gen- 

1143 eral Mills in Minneapolis and the National Distil¬ 
lers of New York, where we survey every three 

months every place that they have fixed assets or a plant. 
This is done to establish any economic change that might 
occur so that insurable values can be quickly adjusted so 
there will be no question of loss in insurance. 

Q. Mr. Boeckh, have you ever testified as an appraiser 
before anv commissions or courts? A. I have testified on 
rate hearing cases for the Illinois Bell, the Ohio Bell, 
Cincinnati and Suburban Telephone Company, the Citizens 
Telephone Company of Kentucky, the New Jersey Bell. I 
appeared before the rate hearings as an expert witness in 
Illinois, Indiana, Ohio, Kentucky and New Jersey. I have 
also appeared in Ohio, Pennsylvania, New York as an 
expert witness on other types of cases. 

Q. Mr. Boeckh, were you employed by the Mt. Vernon 
Mortgage Corporation for the purpose of establishing a 
fair market value of the Longfellow Building as of De¬ 
cember 31, 1942? A. Yes, sir. 
#*•#••*•** 

1144 The Court: Have you done any appraisals in 
this area, Mr. Boeckh? 

The Witness: Yes, ma’am. 

The Court: The Washington area? 

The Witness: Yes. 

The Court: Of buildings? 

The Witness: Yes. 

Mr. Stetson: Your Honor, may I ask one further ques¬ 
tion? For what purpose were the appraisals done? 
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The Court: Yes, you may ask that. 

The Witness: For establishing under your tax laws— 

Mr. Stetson: Pardon? 

The Witness: For establishing under your tax laws fair 
market value. 

Mr. Stetson: Your Honor, I submit that that is not 
what we are concerned with here today. That is an assess¬ 
ment value. That is not market value. 

The Witness: The law, I believe, reads fair market 
value. 

The Court: The objection is overruled. 

***••«•*#* 

Q. I understood you to say you were employed by 

1145 Mount Vernon to make an appraisal of the Long¬ 
fellow Building. A. Yes, sir. 

Q. And that was as of December 31, 1942? A. Yes, sir. 

Q. Now, will you tell us, please, sir, what you did pur¬ 
suant to that engagement? A. I made an all-out appraisal 
of the Longfellow Building situated at the northwest corner 
of Connecticut Avenue and Rhode Island Avenue. 

Q. Was it northwest or northeast? A. Northwest, ex¬ 
cuse me. 

Q. Northwest? 

Mr. Stetson: Your Honor, I submit this witness is no 
longer competent to testify in this case. 

The Witness: I guess I will have to correct my testi¬ 
mony. It was the northeast corner. 

By Mr. Denit: 

Q. All right, sir. Tell us what you did in connection 
with your appraisal. A. I made an analysis of the land, 
two analyses of the building construction, analysis of the 
so-called income for capitalization purposes, and an an¬ 
alysis of the depreciation requirement to set up a depre¬ 
ciation rate applicable to this type of construction. 

Q. As a result of that, did you reach a conclu- 

1146 sion as what was the fair market value of the Long- 
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fellow Building 1 as of December 31, 1942? A. Yes, sir. 

Q. What was that value? 

Mr. Stetson: Objection, Your Honor. There is no proper 
foundation for his giving his opinion. 

The Court: The objection is overruled. You may an¬ 
swer. 

The Witness: $1,600,000. 

By Mr. Denit: 

Q. Now, Mr. Boeckh, will you tell us in detail how you 
arrived at that conclusion ? A. Beginning with the land, 
the land is a group of several parcels of ground situated 
at the northeast corner of Connecticut Avenue and Rhode 
Island Avenue, Northwest, in the city of Washington, D. C., 
fronting 87.26 feet on Connecticut Avenue and 180 feet 
and 11 inches on Rhode Island Avenue. The rear of the 
Rhode Island Avenue site contains an additional plottage, 
22.12 feet by 96 feet. The whole plottage contains an area 
of approximately 17,910 feet. The plottage is an assembly 
of four parcels of land for which a cash price is said to 
have been paid in the amount of $384,735.80, which repre¬ 
sents a cost per square foot of ground area of approxi¬ 
mately $21.48. 

This property was assessed for $20 a square foot from 
July ’41 to July, 1947. 

1147 Considering the economic conditions as of the time 
and the general conditions of the real estate market 
as of December 31, 1942, the real estate market having 
then reached its lowest ebb in many years, this appraiser 
feels that the value of the land could not have exceeded 
the purchase price under the conditions prevailing as of 
December 31, 1942. I therefore allowed an over-all on the 
land of $385,000. 

Q. Now, what did you do with respect to valuing the 
building? A. In developing the value of the building, I 
used two procedures: First, the construction cost or the 
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reconstruction cost, and projected that construction cost 
to the appraisal date of December 31, 1942. The second 
method I used precalculated cost standards. 

##•*•••*#* 

The Witness: A pre-calculated cost standard—predi¬ 
cated on the specification of the Longfellow Building de¬ 
veloped on a cubic foot basis applicable to Washington, 
D. C. on December 31, 1942. 

In developing the first approach, the over-all original 
acquisition cost of the property, land and building, was 
reported to have been $1,596,175.61. Deducting the re¬ 
ported acquisition cost of the land in the amount of 
1148 $384,735.S0 leaves a residue of $1,211,439.81 appli¬ 
cable to the building. 

Allowing for the inflation trend between the starting 
date of construction and December 31, 1942, I found that 
the increase was $64,690.89, or 5.34 percent of the building 
cost. 

*•••••••#* 

The Witness: The improvements, therefore, as of De¬ 
cember 31, ’42, on a reconstruction cost basis represented a 
figure of $1,276,130.70. 

The economic life of this building was placed at 40 years, 
and for the period in question the building would have 
had two years hard usage. Therefore, a depreciation charge 
of 2 1 / 4 percent a year, or 5 percent, is allowed for the 
period, in the amount of $63,806.54, leaving a reconstruction 
cost due less depreciation, or a fair worth of $1,212,324.16. 

Following the second approach, using a pre-calculated 
cost standard, I would say that in July, 1949, we made a 
type study of the Longfellow Building and published our 
findings in Volume 6, issue No. 1, of Building Cost, our 
own service publication for national distribution to the 
appraisal field for establishing reconstruction costs on 
similar buildings here and elsewhere in the United States. 
This particular cost study predicated on the Longfellow 
Building specifications actually developed some 90 basic 
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1149 cubic foot cost combinations, plus a number of 
other possible cost variations, making in all several 

hundred combinations for this specific specification. 

To develop the actual cubic foot costs as of December 31, 
1942, all we had to do was determine the actual area, 
ground area of the building, and the exterior wall peri¬ 
meter and to extract the basic cubic foot costs from the 
established table at our 100 index of cost, then to adjust 
those cubic foot costs to Washington, D. C. 

By Mr. Denit: 

Q. Mr. Boeckh, you told us the ground area was 17,424 
square feet. What was the exterior perimeter? A. 570 
lineal feet. 

Q. That is, the ground? A. Yes, sir. 

The extraction from the table on this study developed 
a cubical foot content cost of 46.66 cents per cubic foot 
under our 100 index level of costs. 

The Court: That would be less than 47 cents a cubic 
foot? 

The Witness: 47 cents. 

As of December 31, 1942, the construction cost indices 
for this type of structure stood at 126.25 or 26.25 percent 
above our base tables. 

The Court: What did you get for the cubical content? 

The Witness: $2,290,000. 

Developing the actual cubical foot costs as of De- 

1150 cember 31, 1942 by applying the index against the 
hundred index of costs as published, we arrived at 

59.79 cents. To make that easier, Your Honor, it is .5979. 

This developed a reconstruction cost new December 31, 
1942 of $1,370,387. 

As this basic cost study published in Building costs con¬ 
tained one extra passenger elevator not in existence at the 
appraisal date, and also contained hallway partitions which 
were later found to be the property of the tenant and not 
belonging to the building, it was therefore necessary to 
make a deduction of this element, these two elements. 
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The calculated cost of one elevator as of December 31, 
1942 was $24,500. The deduction for these hallway parti¬ 
tions from the second to the twelfth floor was $64,222, mak¬ 
ing a gross deduction of $S8,720. Therefore, the reproduc¬ 
tion cost new, less the offsets, is calculated at $1,281,667. 

Allowing for two years depreciation at 5 percent in the 
amount of $64,0S3, I arrive at a fair worth under this 
method of $1,217,584 as the fair worth of the building. 

By Mr. Denit: 

Q. As I understood you, you used a capitalization an¬ 
alysis as well? A. Yes, sir. 

Q. What was the result of that? A. Any attempt to 
establish a capitalization of the revenue of this 
1151 building as of December 31, 1942, or prior thereof, 
would be entirely fictitious, for the reason that the 
normal rent and expenses would have to be assumed. 

The lease under which the Longfellow Building Corpo¬ 
ration operated was one in which the corporation has nego¬ 
tiated with the United States Government and under which 
the corporation received 2*4 percent on a negotiated equity 
of $500,000, or a gross of $12,500 per year. The Govern¬ 
ment, in turn, paid management fees, city taxes, and other 
government charges, annual charges on the capital stock 
tax, insurance premiums, and payments on the RFC loan. 

Since the $12,500 was available to the second and third 
liens, no consideration is given to this item except to show 
the prevailing conditions. 

Mr. Denit: You may cross examine, gentlemen? 

The Court: Have you any examination, Mr. Magee? 

Mr. Magee: As I understand, Your Honor is ruling this 
witness being a defense witness, I may not cross examine? 

The Court: You may examine him on direct examina¬ 
tion. 

Mr. Magee: Under those circumstances, Your Plonor, I 
defer it. 
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Cross Examination 
By Mr. Stetson: 

Q. Mr. Boeckh, have you appraised any office buildings 
in the Washington metropolitan area for pur- 

1152 poses of making loans. A. I can’t say I have, no, 
sir. I consulted on them but not appraised them. 

Q. With whom have you consulted, sir? A. I can’t re¬ 
member offhand now\ The people called my office and 
asked me questions on cost and conditions. 

Q. That is the extent of your consultations on apprai¬ 
sals for loans; is that right, sir? A. That is true. 

Q. Now, when did you open your office in Washington? 
A. I became active in— 

Q. No. When did you open your office in Washington, 
sir? A. I opened my office in ’47. 

#•*•*••#** 

1153 Q. You mentioned having testified in a number of 
cases in Ohio. Have you ever testified in the Dis¬ 
trict of Columbia before this trial? A. This is my first 
court case in the District of Columbia. 

Q. And in those cases in Ohio, what was the problem 
generally involved in all those cases? A. Well, over the 
many years, it has been condemnations, utility rate cases, 
fire loss cases. 

Q. In the condemnation cases, were you testifying on be¬ 
half of the condemnee or on behalf of the party seeking 
to condemn the property? A. On behalf of the party seek¬ 
ing to condemn the property. 

Q. And in the insurance cases were you testifying on 
behalf of the property owner or on behalf of the insurer? 
A. I have been on both sides. 

Q. How many times have you testified on behalf of the 
insurer? A. I couldn’t say offhand; pretty near 

1154 40 years of business. 

Q. Have you been testifying for 40 years, sir? 
A. I have been in the appraisal business. One of my first 
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big cases involved an apartment building back in about 
’ 21 . 

Q. Back in 1921, and what did that case involve; were 
you testifying for the insured? A. The insured in that 
particular case. 

Q. Any other cases where you testified on behalf of the 
insured? A. Oh, there have been a number of them. 

Q. Can you cite us any examples, sir? A. I have got 
one on my desk—I haven’t gone to court on it yet—up in 
the office. 

Q. Well, now, I asked you about cases where you have 
testified for the insured, not ones that you anticipate testi¬ 
fying. A. I have had many of them over the years. 

Q. Can you cite us another example, sir ? A. I have been 
in several industrial losses. 

Q. Industrial losses? A. Yes, sir. 

Q. What sort of losses, sir? A. Fire losses. 

Q. Where you represented the insured? A. Where I 
represented the insured. 

1155 Q. Can you cite us an example? A. I just can’t 
remember names now; it is too long ago. 

Q. I mean, give us the facts or an example, just what 
sort of a plant it was, what sort of a loss was involved; 
did it involve real estate? A. It involved a big metal 
working plant in Cincinnati. 

Q. What was the claim? A. Oh, it was up in several 
hundred thousand dollars. 

Q. Not the amount, sir, but what was the nature of the 
claim? A. It was on a question of co-insurance, insurable 
and insurance divided. 

Q. On what? A. Under a fire insurance policy. 

Q. Insuring what? A. Building and equipment. 

Q. Thank you. 

Now, you have never made an appraisal for loan pur¬ 
poses; is that correct, sir? A. I have made hundreds of 
appraisals for loan purposes. 

Q. In Washington? A. No, not in Washington. 
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Q. Never made one in Washington? A. Since I have 
got out of the Army, I have not taken any small appraisal 
work. We have too big an office. 

1156 Q. You have not done any appraisal work what¬ 
soever since you got out of the Army; is that right? 

A. I have done a lot of appraisal work since I got out of 
the Army. 

Q. Suppose you explain what you meant. A. You asked 
me on a loan. 

Q. Yes, loan appraisals. A. I have not done any loan, 
appraisals. 

Q. You understand what I mean by loan appraisals, sir? 
A. I do. 

Q. You understand I am referring to mortgage loans on 
real estate? A. I do. I was president of a mortgage com¬ 
pany and I made thousands of appraisals. I was manager 
of a big mortgage department and made thousands of 
appraisals. 

Q. But you haven’t done any since 1940? A. I have 
consulted on them, but I haven’t done— 

Q. What has been the extent of your business, consulta¬ 
tion? A. I will tell you, consultation on mortgage loan 
appraisals. 

Q. Where. A. Not in Washington. 

Q. Well, then, it is immaterial, isn’t it, Mr. Boechk. 
A. All right. 

1157 Q. Isn’t it, sir? A. Well, only about 5 percent of 
my business is Washington, D. C. business. 

Q. Where do you do the rest of your business? A. All 
over the United States. 

Q. What is your business? A. Appraisals is part of it; 
the rest is statistical data. 

Q. Who handles the appraisals in your firm? A. I do 
part of them. I employ engineers. 

Q. Who are the engineers that you employ, sir? A. 
They are not in Washington at the present time. 

Q. Who are they? A. I can get them from my payroll. 
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Q. Don’t you know who they are sir? A. I know. I can 
give you a list. 

Q. Well, tell us just a few of them. 

Mr. Stetson: Mav the record show that the witness is 
hestitating? 

Mr. Denit: No, the record will show a question and an 
answer, I submit, if the Court please. 

Counsel has asked this witness to recollect the names 
of people who he employs—an utterly immaterial matter. 

Mr. Stetson: Your Honor, I am testing the credibility 
of this witness. 

The Witness: Well, Robert Cummings & Asso- 
115S ciates. They are a firm that subscribes to my 
service. 

Q. They subscribe to your service. Do you employ them, 
sir? A. I employ them on appraisal work. 

Q. Where are they located? A. Robert Cummings & 
Associates are in Philadelphia—I mean, in Pittsburgh. I 
am just trying to think of the name of the man here that 
I use. 

Q. Oh, do you employ engineers here? A. When I have 
any work here that I can’t do myself. 

Q. Did you employ an engineer to help you on this, sir? 
A. No, not this. This was already pre-calculated. It was 
one of our standards. 

Q. Sir, have you devoted any time to the appraisal of 
the Longfellow Building in the last 30 days? A. Yes. 

Q. When did Mr. Denit first ask you to make this ap¬ 
praisal? A. About two weeks ago, they made an entire 
change in my original analysis and they wanted an all- 
out appraisal. 

Q. Now, what was this original analysis that you refer 
to sir? A. Just that part that I gave you on procedure 
No. 1 in developing the inflated costs that had taken place 
from original construction to the cut-off date of December 
31, ’42. 

Q. When did you prepare that, sir? A. That 
1159 was first prepared last February, and the appraisal, 
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as I have developed an actual appraisal based upon 
our cost standards, has been developed in the last two weeks. 

Q. So the first method was developed last February; is 
that right, sir? A. Yes, sir. 

Q. And you made a change in that method since last 
February; is that correct, sir? A. I added another method 
to the over-all appraisal. 

Q. And the first method last February was done at Mr. 
Denit’s behest; is that correct? A. No, it was done at 
Mr. Highfield’s request. 

Q. How long have you known Mr. Highfield, sir? A. 
Oh, I think since about ’47. 

Q. Have you done a lot of work for him? A. Not very 
much. 

Q. He has employed you on occasion? A. On occasions. 

Q. Have you worked for him in the last year? A. Yes. 
I have done one job for him in the last year. 

Q. Do you care to state what the fee was? 

Mr. Denit: I object to that. It is immaterial. 

Mr. Stetson: I asked him if he would care to state what 
it was. 

Mr. Denit: We don’t think, if Your Honor please, 
1160 that an alleged inquiry to determine credibility of 
a witness may be extended to an examination of a 
witness’ wdiole business life and career. 

Mr. Stetson: Your Honor, I think this is clearly getting 
away from credibility into the realm of bias now. 

The Court: The witness may answer. 

Read the question to the witness. 

(Question read.) 

The Witness: I object to stating any fees. 

Bv Mr. Stetson: 

* 

Q. All right, sir. Was that an appraisal job? A. Yes, 
sir. 

Q. It was? What was the job? A. It was over on a 
parcel of land in Arlington, Virginia. 


Q. Whereabouts in Arlington? A. Glebe Road and— 
I don’t recall the other street; it is the Four Corners— 
Q. That is all right, Air. Witness. 

When did you do this job? A. Oh, seven, eight months 
ago. 

Q. Was it unimproved property? A. Yes. 

Q. Did you appraise it as unimproved property? A. 
I appraised it as unimproved property for possible use 
as an apartment building site. 

1161 Q. How big a tract was it? A. As I recall it, it 
was approximately 200 feet on Glebe Road and ap¬ 
proximately the same distance along this other road. There 
was a cut-in at the comer of another building that didn’t 
belong to them. 

Q. Mr. Boeckh, do you know Arthur May? A. I have 
met him. They subscribe to our service, his office. I met 
him at some of these meetings. 

Q. Do you regard him as a pretty competent man in his 
field, sir? A. I think he is. 

Q. Do you know Mr. Carey Winston? A. I know Mr. 
Winston. 

Q. Do you regard him as a competent man in his field? 
A. I regard him very highly. I don’t know anything about 
his appraisal background. I just happen to be an acquaint¬ 
ance. I have never run into him on an appraisal problem. 

Q. Have you run into Mr. May on an appraisal problem? 
A. No, sir. 

Q. But you regard him highly as an appraiser? A. I 
have seen a lot of his writings. 

Q. That wasn’t the question, sir. A. That is how I 
know the man, through what he has done. 

1164 Q. Was that the only purpose of your investiga¬ 
tion in 1949? A. Well, I made a complete break¬ 
down analysis of that building of every element of con¬ 
struction. 

Q. I asked you as to the purpose of that investigation. 
A. Yes, sir. 
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Q. It had nothing to do with any pending legal action? 
A. This case wasn’t even started, I don’t believe, at that 
time. I knew nothing about it. 

Q. Do you know what the assessment on the Longfellow 
Building and land was in 1943 for purposes of taxation? 
A. I have the figures in my brief case, yes. 

Q. Did you take that assessed value into consideration 
in arriving at your appraisal of this building? A. No. 
The value, to me, was the amount paid by a willing buyer 
and a willing seller in assembling that plottage. 

Q. In your experience in the real estate field, have you 
ever run across a building or improved realty where the 
assessed value exceeded the market value of the property? 
A. I have recently been an appraiser on two different 
cases of such in the County Courts, both in New York 
State. We fought the assessment, and I think both cases 
have been won. 

#•••••••*# 

1165 Q. Do you know of any case in the Washington 
area where the assessed value has exceeded the 

market value? A. I do know this, that on some of these 
government leases, because the leases in some way or other 
tie into the assessment, that owners have fought the issue 
to up the assessments. 

Q. Will you please answer the question now, sir? Do 
you know of any property in Washington? A. I can’t pin¬ 
point any at the moment except possibly the Longfellow 
Building. 

Q. You say possibly the Longfellow Building? A. I see 
on my records here that the Longfellow Building was 
assessed at more than its cost. 

Q. How much more, sir? 

Wait a minute. You said more than its cost. How 

1166 much more than its value, according to your figures? 
A. Well, there is no higher value than a reproduc¬ 
tion cost at any time, because the minute that happens, a 
competitor will come in and put something up to get the 
price down. 
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Q. I see. Now, suppose you answer the question. How 
much more is the assessed value of the Longfellow Building 
than the appraised value than you have given us today as 
of December 31, 1942 ? 

• **•*•••#• 

A. Well, in 1942 the assessment exceeded my value by 
$258,820. 

By Mr. Stetson: 

Q. What percentage of your value is that, sir? A. I 
don’t know. I will have to work that out. But you can 
see on the face of that assessment that the assessor 
slapped in the full RFC loan as the value of the build¬ 
ing. 

1167 Q. Sir, can’t you see on the face of that assess¬ 
ment that your value is too low? A. No, sir, because 
the reconstruction cost at that period did not come up that 
high. 

Q. Would you like to qualify that by saying according 
to your figures? A. All right, according to my published 
figures. 

Q. How long did it take you to work out this valuation 
on the pre-calculated cost standard? A. About a day’s 
time. 

May I ask a question? 

Q. Sure. A. Are you talking about creating the 
standard? 

Q. Oh, no. A. Or creating just the little valuation we 
have here? 

Q. Creating this low valuation you have here. 

Mr. Jackson: He didn’t say that. 

Mr. Stetson: I understood him to say the low. 

Mr. Denit: The little valuation. 

Mr. Stetson: I will accept that. 

The Witness: That should not take over two hours of 
time. I did not keep any record of my time on many things 
in preparing this report. 
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1172 Q. Now, in order to arrive at this reconstruction j 
cost new as of January 1, 1943, you used that figure j 

1173 of 126.25; did you not? A. Yes, sir. 

Q. Now, to arrive at that figure did you compute the 
index figure for the February 3, 1941 completion date? j 
A. I used the published indices as of January 1, 1943, j 
which to all intents and purposes is the December 31st, j 
because it is just the day before. 

Q. Yes, what was the increase in construction costs from j 
the date of completion to the control date of January 1, j 
1943? A. 5.34, I believe—5.34 per cent. 

• #*•***•*# 

1175 Now, will you explain to the Court, please, how j 
you arrived at an increase of 5.34 per cent? What 

did you do to arrive at that figure? A. I divided 119.35 
into the figure of 126.25. 

Q. 126.25? A. I think that is the figure I just gave 
you, isn’t it, 126.25? 

Q. You divided the 119.35 into 126.25; is that right? j 
A. Yes. 

Q. What does that give you? A. And subtracted 100 1 
and it gives me 5.34. 

Q. You divide 119 into 126 and come out with 5.34? j 
A. Well, I would have to get my— 

Q. May I ask you, Mr. Boeckh, what are you doing with 
your slide rule there? A. I am just checking those j 
figures. 

Q. What figures, sir? A. The figure I gave you of 5.34, j 
and I would get that increase of 5.34. 

Q. Now, tell the Court, please, what process you used 
to arrive at 5.34. Let’s go after that carefully. 

• * * • * • » • • • j 

1176 The Witness: I would divide the date—the index 
of the date on which the appraisal was created. 
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Bv Mr. Stetson: 

Q. What is that figure? A. I said I would divide the 
index on which the index was created. 

Q. What is that figure that you are referring to, Mr. 
Boeckh? A. 119.34. 

Q. 1934? A. 35. 

***#*•*•#• 

Q. Now, you divide 119.35. Go ahead, sir. A. Into the 
indice of the current period, or the index representing the 
cut-olf date of the appraisal, which is 12625. 

Q. Proceed. Is that all? A. And I would come up with 
an answer of 100—it would be 1.00534. 

Q. It would be 1.—give that again sir. A. 0034. 

1177 Q. 00534, you mean? A. 00534, excuse me. 

Q. All right, now, that gives you 1.00534. A. You 
move your decimal point back two places—three places, 
representing 100, and you come up with 5.34. 

Q. Don’t you come up with 100.534, sir? A. Not when 
I tell you you have to move your decimal point in the 
mathematical calculation. 

Q. Well, you started out with 1.00534. Which way do 
you want me to move the decimal point? Which way do 
you want me to move the decimal point, to the right or to 
the left? A. To the right. 

Q. And doesn’t that give you 100.534? A. No, sir. 

Q. What happens to the one and the two zeros, sir? 
A. Well, you move your decimal point to the left and 
deduct 100. 

Q. You move the decimal point which way? To the 
right and deduct 100. 

Q. Why do you deduct 100? A. To bring it back into 
the percentage as a fraction. 

Q. You mean to bring the percentage to what you would 
like to see? A. Well, just the percentage that comes out 
on the calculating machine. It is the percentage 

1178 that comes out on the slide rule. 
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Q. Now, you are sure of this method of computa¬ 
tion, are you, Mr. Boeckh? A. There are other ways of 
doing it, but that is my way. 

Q. And you think that is a valid arithmetical way of 
arriving at the increase in construction costs from these 
indices? A. It is a percentage differential between the 
two dates. 

Q. Does that represent the percentage by which con¬ 
struction costs have increased in the period here involved? 
A. Yes, sir. 

Q. You say there are other ways of arriving at that 
same figure? A. Yes, sir. 

Q. Tell me one. A. You can take your arithmetical 
difference between the two indices. 

Q. That is between 126.25 minus 119.35? A. Yes, sir. 

Q. And what does that give you, sir? A. 6.9. 

Q. Pardon? A. 6.9. 

Q. All right, what do you do w T ith that figure? 
1179 What do you do with it, sir? 

Mr. Denit: Let him answer. 

Mr. Stetson: May the record show that the witness is 
apparently making computations on a slide rule instead of 
answering my question? 

Mr. Denit: He is trying to answer the question, I sub¬ 
mit, and I object to counsel’s attitude towrard this witness. 

Mr. Stetson: I asked, Your Honor, wiiat he does with 
the 6.9. I think he can answer that. 

The Court: Well, give him a little time to answer. 

The Witness: The 6.9 represents the index rise in cost 
over the 119.35, so to develop the precentage you v T ould 
divide the 119.35 into the 6.9. 

By Mr. Stetson: 

Q. And then subtract 100? A. And subtract 100. 

Q. Pardon? A. Well, you would move—You would sub¬ 
tract 100, yes, sir. 

Q. Suppose you divide 119.35 into 6.9 and tell us wrhat 
we come up with. 



Mr. Boeckb, are you having difficulty in arriving at a 
figure f A. I am in calculating this thing because this was 
all done on a calculator and not on a slide rule. 

1150 Q. May I ask you, sir, did you make any of these 
calculations yourself? 

• #•#••••«• 

The Witness: These calculations were made by clerks 
in my office. 

• *###•*•*• 

1151 Mr. Stetson: I think, Your Honor, I asked him 
if he could tell us what the result is from dividing 

119.35 into 6.9. 

• *•*••#*## 

A. The point is I may be a little off on remembering 

the formula. I haven’t got it with me. Doing it the other 

way—you asked me to do it a second way. 

Q. Yes, sir, now I am only asking you for arith- 

1182 metic and you gave us a formula. A. I didn’t give 

you a formula. I gave you something from memory 

which I am not sure is right. 

Q. Mr. Boeckh, you gave us a formula. We would like 

to know the results by that formula. A. I am saying 

before the Court again I gave you a formula by memory. 

I am not sure that the formula is correct. 

Q. I think the Court will take that into consideration. 

Will you kindly give us the result of applying that formula ? 

A. It would come out 57 point something which is ob- 

viouslv incorrect. 

* 

Q. Now, can you tell us any other way of arriving at 
5.34 per cent other than the way you did it originally? 
A. I can on a slide rule, yes. 

Q. Tell me how you do it, sir? A. I would set 119.35 on 
the D scale of my slide rule. 

Q. Now, wait a minute, Mr. Boeckh. What you are 
giving us now is not just exactly what you went through 
the first time you computed this? A. No, sir. 
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Q. Well, this is something else now? A. This is some¬ 
thing else. 

Q. All right, excuse me. A. And I would read along the 
D scale to 126.25 and I would take my reading off the 
1183 C scale at 5.5—I can’t get it any closer on the slide 
rule. 

Q. Mr. Boeckh, do you understand the principle of the 
slide rule? A. Fairly so. 

Q. How would you go about dividing 126.25 by 119.35 
on a slide rule ? Explain the mechanics involved, sir. A. I 
would set the—you are dividing the greater figure by the 
smaller? 

Q. The larger by the smaller one, 126.25 divided by 
119.35. A. I would set the 126.25 on the D scale. 

Q. Will you do that, sir? A. And then set the 119.25. 

Q. .35, sir. A. Excuse me, .35 on the C scale directly 
over the higher figure I have used and placed on the D 
scale. 

Q. Then what do you do? A. Then you read the division 
on the D scale directly under the one on the D scale or 
the starting point of the C scale. 

Q. The C scale? A. Directly under the one on the C 
scale, which is 105.5 is as close as I can read. 

Q. Give that figure once more, sir, and give it correctly. 
A. 105.5 is as close as I can read on this thing. 
*#*#••##*• 

11S4 Q. Now, Mr. Boeckh, isn’t what you have just ex¬ 
plained another way of doing what you just did on 
the slide rule a minute ago? A. I just don’t understand 
your question, counsellor. 

Q. Well, let me put it this way, Mr. Boeckh: To divide 
126.25 by 119.35, there are at least two ways of doing 
that on a slide rule; are there not, sir? A. Yes. 

Q. And all you have done here now is to tell us those 
two ways of doing it on a slide rule; isn’t that correct, sir? 
Is that correct or isn’t it, Mr. Boeckh? A. I think I have 
given vou three wavs. 
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Q. Of doing the same computation on a slide rule? A. 
No, two ways on a slide rule. 

Q. So all you have done here now is to tell us two ways 
of dividing 126.25 by 119.35 on a slide rule; isn’t that 
correct, sir? A. I have told you two ways, yes, sir. 

Q. And that is all you have done; is it not, sir? A. In 

so far as the slide rule is concerned, yes. 

##•*#•••*• 

1185 Q. Where is your office? A. It is on the third 
floor above the American Bar Association at 1406 

M Street, which happens to be the Mount Vernon Mort¬ 
gage Building. 

Q. It just happens to be? A. I am just a tenant with 
no connections there. 

1186 Q. Mr. Boeckh, w'ho else is in that building? 
A. American Bar Association. 

Q. American Bar Association? A. Yes. 

Q. Where are their offices located? A. Just under mine. 

I occupy exactly the same amount of space. 

• *##«••#*• 

Q. Now', who else has offices in that building? A. Just 
the three tenants, two tenants. 

Q. Just those tw'o tenants, just you and the A.B.A. tax 
division? A. Yes. 

Q. Nobody else is in the building? A. No, sir. 

1187 Q. Pardon? A. There are some subsidiaries of 
the Mount Vernon Holding Company, or—some 

other names are up there but they all belong to the Mount 
Vernon or to Mr. Highfield and his group. 

Q. Oh, does Mr. Highfield have offices in this building? 
A. Well, he is president of Mount Vernon Mortgage Cor¬ 
poration. 

Q. Please answ’er my question. Does Mr. Highfield have 
offices at 1406 M Street? A. Yes. 

Q. Now r , w'ho else has offices there? A. That is all. 

• #•••••••• 
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1188 Q. Mr. Boeckh, why didn’t you tell us your office 
address on Friday? 

Mr. Denit: He was asked, if the Court please, his 
residence and he was never asked any question about his 
office address. As a matter of fact, Government counsel 
has in front of him now the information showing where 
the man’s address was. 

Mr. Stetson: Your Honor, I would like to refer to Page 
1139 of the record right after Mr. Boeckh took the stand, 
Mr. Denit interrogated him and asked him: 

“Q. Where do you live, Mr. Boeckh? 

“A. In Alexandria, Virginia. 

“Q. Whereabouts? 

“A. Presidential Gardens.” 

Then just a few questions later he asked: 

“Q. Where do you maintain your office? 

“A. We maintain one office here in Washington, D. C., 
and another one in Cineinatti, Ohio.” 

There was nothing else in the record on Friday concern¬ 
ing the exact location of Mr. Boeckh’s office. 

Mr. Stetson: Will you read the pending question? 

(Thereupon, the pending question was read by the re¬ 
porter as follows:) 

”Q. Mr. Boeckh, why didn’t you tell us your office 
address on Friday?” 

The Witness: Was that a question? 

1189 Q. Now, you occupied the top floor of 1406 M 
Street; is that correct, sir? A. Not the entire top 

floor. The building superintendent has some quarters up 
there. 

Q. Well, how much of the top floor do you occupy? 
A. Oh, I would say approximately half of the floor area. 
Q. How many rooms is that, sir? A. Two very large 
rooms and a hallway area that leads into some cupboard 
space. 









1190 Q. How many employees do you have in your 
office, sir? A. At the current time, two girls. 

• ###«#••*• 

Q. And what do these girls do? A. One of them is on 
general statistical work and one of them general steno¬ 
graphic work. 

• ###••••*• 

1192 Q. Now, Mr. Boeckh, I ask you to refer to that 
exhibit before you, Plaintiffs’ Exhibit No. 26, and I 

ask you why, sir, did you use the date of July, 1940, instead 
of April, 1940, the date of the construction contract? 

• *•##*•#*• 

1193 The Witness: Because the building permits were 
not taken out until July 9, the date of payment—or 

the building permit. 

By Mr. Stetson: 

Q. Why should that control? A. Very easily. You 
didn’t have a legitimate contract as such on this building. 

Q. There wasn’t a binding contract? A. That was later 
on, I believe, but the contract—when you can raise a con¬ 
tract $140,000. 

Q. Mr. Boeckh, when was the contract binding on the 
parties, if you know? A. I don’t know\ I have not seen 
the papers. 

Q. Well, if the building construction contract was dated 
in April of 1940, what index would you use, sir? A. I 
would come back to the starting point of the contract. 

Q. What would the starting point of the contract be? 
A. The building permits, because nothing can be done until 
the building permits are out. 

• *•*••••#• 

1195 Q. Now, Mr. Boeckh, did I understand correctly 
from you during the recess that you have been ill 
recently? A. I am under a doctor’s care and have high 
blood pressure right now. 
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Q. Under doctor’s orders, you were home for a week? 
A. I was ordered home but I couldn’t stay but three days. 

Q. You couldn’t stay but three days, sir, and when was 
that ? A. I would say three w T eeks ago—this is Monday— 
three weeks ago today. 

Q. Three weeks ago today you were sent home for three 
days? A. I was sent home for a week. 

Q. And you stayed home three days? A. That is all I 
could take off because of pressure at the office. 

1196 Q. In order to arrive at the May index, how would 
you go about doing that, sir? A. Well, at this late 

date I don’t know how I could. We would have to have 
surveys and material and labor prices prevailing as of the 
first of May, which are presently and have been con¬ 
tinuously surveyed in the past on the dates named. 

Q. So you would have no way of computing what the 
index would be for May? A. Not at the present time that 
I would back up. 

Q. It would be absolutely inaccurate to average the 
April index with the July index? A. Any average like that 
would, for the simple reason we were in a transition period 
due to World War conditions at that time. And while 
so-called prices were supposedly fixed and wage rates con¬ 
trolled, they were always up here and here and the other 
place, which has been the cause of these index variations. 

Q. Did those variations vary inside the period of a 
month? A. They might at that period of time, as I re¬ 
member it, because we were having a considerable problem 
on lumber. Lumber was fluctuating continuously. While 
lumber is not a big part of a reinforced concrete and steel 
building, there is a considerable lumber bill that goes in 
the form work. 

1197 Q. Would these fluctuations vary, let us say, to 
any extent between the 10th of May and the 1st of 

June? A. They might. 
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Q. They might vary a great deal? A. A new labor rate 
coming in would, say, in common labor, or what w r e call 
building labor, might have a sizeable effect on a reinforced 
concrete building, while an electrician or a plumber would 
be only a minor effect because of the smaller weighting of 
that trade to the total component. 

Q. So if we were going to use a control date 15 days 
removed from the date of your index, it is not necessarily 
valid; is that what you are saying, sir? A. I am saying 
that there might have been a considerable change. While 
my index is surveyed on a three-month basis, that change 
may have taken place any time within that three-month 
period. 

Q. Well, the same change could have taken place in 
1943; couldn’t it, sir? A. Not in one day. 

Q. Pardon? A. Not in one day. 

Q. Not only one day, no, but it could make a difference 
in 15 or 16 days; could it not, sir? A. It might, yes, sir. 

Q. And there is no way that we can now compute 
1198 the index as of May 10, 1940, from your index 
figures before you? A. Not here. I doubt whether 
I have any data in the office that will follow it that close 
because my cut-off or survey dates are fixed, as I say, 
as of the first of the month for the month named at the 
time. 

1204 Q. Mr. Boeckh, on Friday you testified that about 
two weeks ago they made an entire change in my 
original analysis and they wanted an all-out appraisal. 
Who is they? A. The Mt. Vernon Mortgage Company and 
the attorneys for the Mt. Vernon Mortgage Company. 

Q. Would you specify a little more directly who those 
people are? A. Well, Mr. Highfield, Senator Sothoron, 
Dr. Koss. 

Q. Those three people? A. They were my main con¬ 
tacts with the Mt. Vernon Mortgage. 

Q. How about when vou made this statement about thev 
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made an entire change in my original analysis, those are 
the three people you were referring to? A. Yes, sir. 

Q. Nobody else? A. Nobody else. 

Q. Will you tell us how they changed your analysis? 
A. I had made a projection of original costs between the 
two days of the building period and the cut-off date of 
December 31, ’42, and they wanted me to make an all-out 
appraisal rather than just an analysis of the projection of 
reconstruction costs. So 1 produced an all-out appraisal. 

Q. Going back to my question, you say they made 

1205 a change in your original analysis. WTiat change 
did they make? A. Requiring me to make an 

appraisal instead of just a projection of construction costs. 

Q. That is the only change? A. That w T as the change. 
It was a major change because it meant a lot of "work. 

Q. Now, where is the original analysis? A. That is 
shown on my projection No. 1 read into the minutes of 
construction cost analysis of the appraisal. 

Q. What part of your first method that you used on 
Friday was your original analysis? A. The projection 
of construction costs showm there as method No. 1 of 
taking the original cost as given me. 

Q. By whom? A. By Mt. Vernon Mortgage Company. 

Q. When? A. Well, they had that several weeks ago. 

Q. What was that figure, sir? A. That was the over-all 
acquisition cost of the Longfellow Building, land and build¬ 
ing, reported to me of $1,596,175.61. 

Q. $1,596,175.61; is that correct? A. Yes, land and 
building. I deducted the land figure of $384,735.80, leaving 
a residue applicable to the building of $1,211,439.81. 

1206 Q. Now t , that vras from the figures furnished you 
by Mt. Vernon about three weeks ago? A. Yes, sir. 

Q. You made no independent research to ascertain the 
accuracy of those figures? A. No. If those figures are 
wrong, I am wrong on reconstruction costs. 

Q. And your estimate of value is consequently wrong, 
too, if those figures are wrong? A. No. I developed this 
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second approach to test those figures, which was the pro¬ 
jection from the study we had made in ’49. 

Q. And these figures didn’t enter into that, sir? A- X 
took a mean average between the development by approach 
No. 1 and approach No. 2, because there was very slight 
variation between the two figures. 

Q. So then these figures did enter into approach No. 2? 
A. The reconstruction costs had nothing to do with 
approach No. 2. 

Q. In using approach No. 1, did you make reference to 
your January, 1949, analysis? A. Not in approach No. 1 
at all. 

Q. But you did make reference to it in approach No. 2? 
A. Yes, sir. 

Q. In approach No. 2, is it not a fact, sir, that you 

1207 deducted around $60,000 for the partitions installed 
in the Longfellow Building? A. I deducted $64,220 

for the partitions in the Longfellow Building. 

Q. What partitions were you referring to? A. All the 
hallway partitions which are the property of the Govern¬ 
ment. 

Q. All of the partitions? A. Except around the elevators 
and the toilets and those fixed partitions. I am talking 
about the movable partitions. My original study of ’49 
contained those items. 

Q. It did contain all of the partitions? A. Not all the 
partitions. If you will notice that, it says hallway parti¬ 
tions. 

By Mr. Stetson: 

Q. Now, what partitions did you take into consideration 
in your basic study of 1949? A. We made allow- 

1208 ance in that study for a continuous run of partitions 
the long wav of the building on both sides of the 

corridor, plus a T at both ends. 

Q. And those are the partitions that you allowed the 
$64,000 for? A. Yes. 


549 


Q. Those are the only partitions? A. Those are the 
only partitions. There are other partitions in their private 
offices, but I specifically state within the study that I do 
not include private office partitions. 

Q. And if those partitions were in fact the property of 
the owner and not the property of the tenant, that -would 
affect your value, would it not, sir? A. Yes. 

Q. Materially? A. Well, in the amount that I took out. 
Anybody using this study to establish a valuation on a 
similar type or piece of property is warned right there 
what it includes and what it excludes. 

Q. Where did you get the figure for the cost of those 
partitions? A. From my own estimating service. 

Q. You didn’t make it yourself; is that right? A. Well, 
it is a part of the production of my office. 

Q. One of these girls did it for you, sir? A. Oh, I 
made that. We had the allowance in so far as 
1209 the application to the appraisal. I made allowance 
that you had 136,640 square feet of rentable area 
there from the second to the twelfth floor. If you will 
notice there at the bottom of the chart of the study, we give 
an after-charge there for partitions which on the floor area 
of the property are usable area, and we allowed 47 cents a 
square foot of rentable area for this deduction. 

Q. How did you arrive at the cost of the partitions ?- 
A. By allowing 47 cents a square foot of rentable area. 

Q. Now the 47 cents per square foot of rentable area— 
is that what you just said? A. That is what I said. 

Q. That is on the square basis, not the cube basis? 
A. That is the square basis. 

Q. Mr. Boeckh, it seems to me that on Friday you were 
testifying about a cube basis. A. Well, I did testify for 
the over-all cube of the building and developing the over¬ 
all cubic foot cost. T took the elevator out on a unit basis. 
T took the hallway partitions out on a unit basis. 

Q. Yes, but what was the cube rate for the construction 
of the Longfellow Building? Was it not .4766 per cubic 
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foot? A. That is the 100 index cost as developed from 
the table. 

Q. And is it your testimony today, sir, that the 

1210 square foot rate is 46 cents? A. That is just for 
partitions, my friend. It has nothing to do with 

the over-all construction cost of the building. 

Q. You figure that these partitions cost 46 cents per 
square foot; is that what you are telling me? A. No, I am 
not. I said, of rentable area. That is an after charge 
that might be found—it is either in our basic manual of 
appraisal or it is in some of these studies that we have 
released over the past eleven years. 

Q. What was the square foot cost of the partitions that 
you deducted in arriving at your valuation that you testified 
to on Friday? A. I didn’t deduct it on a square foot of 
the partition. I deducted it on the square foot of rentable 
area, the same as I make an after charge in this, that if 
this building is divided into small office partitions, that 
you charge $1.05. 

The Court: Do you mean that when you come to put a 
cost on the partitions that instead of fixing a rate on the 
partition itself, that you apply the rate to the rentable 
area, floor area? 

The Witness: Yes, Your Honor, because due to the 
vast variation, as you can see in this table, if Your Honor 
cares to have this, the only way we can handle it for our 
many subscribers is to get it as simple as possible, 

1211 and a square foot of rentable area for type of par¬ 
titions is one of the means of doing it. There are 

other means. 

The Court: You mean that in exactly the same way that 
you figure the rental on the square foot basis, that you 
figure the cost of partitions on square foot basis of floor 
space? 

The Witness: Yes. That is done for clients that 
probably are not as technical as we are and probably 
could not recognize the type of partition if we had it in 
printed form. 
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By Mr. Stetson: 

Q. Can you tell us, Mr. Boeckh, how much those parti¬ 
tions cost? A. Not offhand, I couldn’t. I wouldn’t 
commit myself. 

Q. Can you give us an estimate? A. No, I wouldn’t 
commit myself. There are too many factors to take into 
consideration when you start estimating that type of 
partition. You have to have your, let’s say, millwork, 
your doors, jambs. You have got to take in your support 
posts, and there are quite a number of elements in develop¬ 
ing costs of this nature for other people to use; you have 
to simplify them. 

Q. Now, Mr. Boeckh, if those partitions cost only half of 
the $64,000, would that materially affect your value of the 
building here? A. If they cost only half that much, of 
course, it would affect it. 

1212 Q. Did you ever ascertain or make any effort to 
ascertain the actual cost of these partitions ? A. Not 
these particularly, but others of the same manufacture 
and make, and developed these 100 index costs so we could 
use it within our service. 

Q. You had no w r ay wdthin your knowledge of finding 
out how much these partitions cost, actual partitions? 
A. The partitions, when I visited the building in ’47, were 
entirely different, because they are all movable partitions. 
They were entirely different than when I saw it a few 
vears later, and you will find that true in anv Govern- 
ment department. They keep switching and changing. So 
we produce this overall allowance, just the same as if 
you are going to put in an automatic sprinkler system. You 
can take it off by the sprinkler heads, pipes and fittings 
or you can develop an overall cost per square foot of 
usable area. 

Q. .And which is the more accurate, taking the actual 
cost or this developed cost? A. Eeither one. If the unit 
cost is developed accurately, it is just as accurate as the 
take-off. There are less chances of making mistakes in 
the short method. 





Q. What was the actual cost of the fifth elevator in¬ 
stalled in the Longfellow Building between the 1949 
appraisal and the 1943 control date? A. That fifth 

1213 elevator was not installed, I think, until ’36 or ’37. 

Q. Until when, sir? A. ’36 or ’37. 

Q. Wait a minute. You mean ’46? A. Excuse me, ’46 
or ’47. 

Q. What did it cost? A. I don’t know. I wasn’t in¬ 
terested in checking that cost, because I had to take an 
elevator out at a much lower cost, because the first three 
elevators and the freight cost only a little over $80,000. 

Q. All of them together? A. All of them together. I 
think it was $82,000. 

Q. But in arriving at reproduction costs new, wouldn’t 
you take the cost of the elevator that was added to it and 
deduct that in order to relate your appraisal back to 1943? 
A. No, sir. There was no reason to take that higher priced 
elevator when we had gone through an inflation of close 
to 100 percent in building construction and utilize that 
figure back to ’42. 

Q. Now, you know' w’hen the elevator w*as installed, do 
you? A. I have a faint recollection that it w*as prior to 
the time I made my study but not very long prior to it. 

Q. And how’ much did you allow* for the installation of 
that elevator in your study in 1949? A. We didn’t 

1214 bring that in. We pre-calculated this without any 
relationship to original costs through our ow r n 

estimated service. 

Q. What is the mean height of the Longfellow’ Building? 
A. T give you on that study the floor by floor heights; 
that is, floor to floor in the latter case, floor to roof—on 
the twelfth floor, it is floor to roof. 

Q. Can you tell us w’hat the mean height of the Long¬ 
fellow* Building is, sir? A. T w*ould have to go probably 
into my notes here; maybe I can. I have got a notation 
here, a pencil figure: Average height, 129 feet. I am not 
sure wdiether that is correct or not. 
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Q. 129 feet? A. I said I have this notation here. I am 
taking into consideration the basement, but I would have 
to work it out. 

Q. Before you work it out, Mr. Boeckh, is that the figure 
that you used, 129 feet? A. No. It is just a penciled nota¬ 
tion. 

Q. It could be most anything? A. Yes. 

Q. Is there any identification by that figure on your 
notes, sir? A. No. I just got an H. T.; whether that is 
or not, I don’t know. 

Q. Then there is some identification, namely, the 

1215 H. T.? A. I don’t know whether that ties it into 
the penthouse up in there or what it includes. 

Q. What does that figure say there? A. I don’t know 
what it includes. It says, height 129 feet. 

Q. And what other figures appear on this same page 
of your notes, sir? A. There are some area figures. 

Q. And what else? A. These have no connection with 
this case. 

Q. Isn’t it a fact that the perimeter figures are given 
on your notes there, sir? A. Not exactly, no. 

Q. Isn’t it a fact that the word perimeter appears there, 
sir? A. It does, but the perimeter I gave you is 170 feet, 
I believe, in my appraisal. 

Q. I am asking you about your notes here, sir. A. These 
notes do not necessarily belong to the case in question. 

Q. You say they don’t belong to the case in question? 
A. Tliev do not. I don’t know what these notes are. I 
thought I might have the figure and I looked for it. 

Q. Suppose you tell us what figure you used for 

1216 the mean height of the building. A. I cannot at this 
time because I haven’t got those figures with me. 

I do not have those figures with me. 

Q. Suppose you compute it, as you started to do. A. I 
would have to get the plans, because when you develop a 
cube, you just don’t take the ground floor area and 
multiply it by height. You have got height variations in 
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your basements that you have to take into consideration. 
You have got this penthouse up on the top floor. 

Q. What was it you started to do when I told you to 
look at your notes? A. I thought I might have that work 
sheet, but I do not have it. 

Q. Isn’t it a fact, sir, you started to compute it from 
your— A. No, I didn’t start to compute anything. 

Q. —from your 1949 folder giving the floor heights? 
A. That is the standard we use in this pre-calculated 
standard. You got a height variation in that building, if 
you are going to actually develop the cube. Your boiler 
room may even drop. As I see it in other buildings—I 
don’t remember on this one, because I have been through 
thousands since I have been through this one. 

Q. You have been through what, sir? A. I have been 
through thousands of buildings since ’49. 

1217 Q. Office buildings? A. What? 

Q. Office buildings. A. Well, this is not an office 
building. This is a warehouse. 

Q. Referring to Exhibit No. 27, what did you call this 
building? A. I called it a loft office building. 

Q. What is the heading of this exhibit, sir? A. Com¬ 
mercial building. 

Q. And down below? A. Modern loft office building. 
I called it a loft office, but just putting a desk into a build¬ 
ing doesn’t make it an office building. 

Q. You identify this as a modern loft-office building, do 
vou not, sir? A. I do. But that doesn’t mean office as 
compared with your downtown structures. 

Q. All right, now, sir, you made a statement a little bit 
ago that vou had been in thousands of buildings. What 
sorts of buildings? A. I have covered every telephone 
building for the Bell Telephone Company in Pennsylvania, 
in Ohio, in Illinois, part of Indiana and part of New 
Jersey since ’49 in those type buildings, including their 
office buildings, their exchanges, big and small. 

1218 Q. Did you cube the Longfellow Building? A. I 
did. 
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Q. Where are your notes on that cubing, sir? A. They 
are probably up at the office. 

Q. You have more notes than what you brought with 
you today? A. Yes. 

Q. When did you cube it? A. I cubed it in ’49, when we 
made that study. We again cubed it—I see where my 
figures were right—unit cost study made from building 
costs of January ’49. 

Q. When was the last time you cubed it, sir? A. I would 
say a couple weeks ago. 

Q. And you don’t remember w'hat the mean height was? 
A. I don’t remember what the mean height was, no, sir. 

Q. And it wouldn’t be the figure of 129 there in your 
notes, sir? A. It might and it might not; I don’t know. 

Q. But you are sure that that figure has nothing to do 
with this case? A. I am not sure. I said I don’t know 
what that figure is. Just because it is on a slip of paper— 

Q. What paper is it on, sir? You may refresh your 
memory from your notes. A. It is a survey of the 
1219 plottage up there where the Longfellow Building is 
situated. 

Q. That is wdiere those notes were made; is that correct? 
A. It is a survey, not of the building but of the ground. 

Q. I say, it is on the back of a survey that these notes 
appear? A. The notes that you saw, yes. 

Q. The note that says H. T., 129 feet? A. And it had 
another little figure behind it, wdiich I don’t know w T hat 
it meant. 

Q. Did you make those notes? A. I probably did. They 
look like my handwriting. 

Q. When? A. I said a couple weeks ago. 

Q. You made those notes a couple weeks ago; is that 
correct, sir? A. Probably so, yes. 

Q. In cubing a building, Mr. Boeckh, -where do you 
measure from? A. First of all, you have got to get some 
floor plans or make actual measurements, and in the 
methods set up in Boeckh’s Manual of Appraisal, which is 
slightly different than the procedure set up by A. I. A.— 
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Q. What is A. I. A., sir? A. American Institute of 
Architects. 

1220 Q. Are you a member of that institute? A. No. 
Q. You are not? A. No. 

Q. Continue. A. We try to get all these variations from 
the top of the basement floor to the top of the first floor 
grade and then from floor to floor grade for actual area 
involved. In the Longfellow Building, I believe it is 3 or 
4 floors, and you get cutbacks. 

Q. Cutbacks? A. Cutbacks. 

Q. You mean, setbacks? A. You may call them setbacks. 
I call them cutbacks in the rear. That loading platform 
wall, I think, runs three stories. So every floor has to be 
checked floor by floor. I have those measurements. 

Q. You made those measurements? A. We made them 
in 49 when we developed this study, and I made them 
again to re-check for this case. 

Q. What was the last part of your answer? A. To re¬ 
check for this case. 

Q. When? A. About a couple weeks ago. 

Q. You made these measurements a couple weeks 

1221 ago; is that right, sir? A. From plans. I didn’t 
go out in the field again to make a survey. We had 

plans to check the measurements. 

Q. You weren’t willing to rely on your measurements 
that vou used in 1949? A. I was willing but I wanted to 
check. 

Q. And nowhere in that folder of notes do you have 
those measurements with you: is that correct, sir? A. That 
is correct. 

Q. Do you have the plans of the building there with you? 
A. No. 

Q. Do you have the survey? A. Just the ground survey, 
that is all. 

Q. And in 1949 you made actual measurements; is that 
correct, sir? A. No. We had the complete set of plans. 

Q. Did you make actual measurements in 1949? A. No. 
I had the complete set of plans from the architect. 
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Q. What did you mean about going out into the field 
again? A. I didn’t say on this case. I said there are two 
methods of doing it. 

Q. And did you use both methods in this case? A. No, 
not when we have the plans and the plans are 
accurate. 

1222 Q. Now, Mr. Boeckh, two weeks ago you went 
over the same work that you did in 1949; is that what 
you are saying? A. No, I did not go over it and I have 
already testified to that. 

• ••***#••• 

1225 Q. You are not a member of the American 
Institute of Real Estate Appraisers, are you? 

A. No. 

Q. Do you subscribe to their rules of professional ethics? 
A. I do. 

Q. Mr. Boeckh, in appraising the Longfellow Building 
did vou consider the lease between the Longfellow 
Building Corporation and the United States Govern- 

1226 ment? A. I did. 

Q. Do you have a copy of that lease? A. No, sir. 
Q. In what regard did you consider the lease? A. I have 
already put that into my testimony. 

Q. Suppose you tell us in what regard you considered 
the lease in making your appraisal? A. I believe I said 
in my testimony that any attempt to establish a capitaliza¬ 
tion of the revenue of this building as of December 31, 1942, 
or prior thereto, would be entirely fictitious for the reason 
that normal rent and expenses would have to be assumed. 

The lease under which the Longfellow Building Corpora¬ 
tion operated was one which the corporation had nego¬ 
tiated with the government, and under which the corpora¬ 
tion was to receive two and one-half per cent on a nego¬ 
tiated equity of $500,000, or a gross $12,500 per year. 

The government in turn was to pay the management fee, 
city taxes, other governmental charges, all charges on 
capital stock taxes, insurance premiums, and payment on 
the R.F.C. loan. 
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Since only $12,500 was available to the second and third 
lien interests, no consideration is given to this item except 
to show the prevailing conditions. 

Q. Now, isn’t it a fact that you have just read 

1227 that statement f A. I have read that statement from 
notes that I had prepared prior to coming on the 

stand. 

Q. And isn’t it a fact, sir, when you testified the other 
day you read the same statement into the record ? A. I did. 

Q. Now, what are these prevailing conditions that you 
mention in the last line of that typewritten page before 
you? A. The fact that there was only $12,500 per annum 
available to the second and third lien holders. 

Q. Who was the third lien holder? A. I presume it was 
the—I don’t presume—it was the Longfellow Building 
Corporation, their interest. 

Q. You presume that the third lien— A. No, I didn’t 
say that. I corrected myself. I said the Longfellow Build¬ 
ing Corporation. 

Q. What is that? A. They had the third interest. 

Q. They were a lien holder? A. No, they had a third 
interest. They were the third interest. 

Q. Who was the third lien holder? A. I corrected my¬ 
self on that, counsellor. 

Q. As I remember, a minute ago you just read your 
statement that only $12,500 was available to the 

1228 second and third lien holders. Is that statement 
the statement you wish to correct now? A. I will 

correct it as the second lien holder and the third interest. 
Q. And the third interest? A. Third interest. 

Q. What was the amount of the second lien as of 
December 31, 1942? A. I haven’t got those figures here; 
I don’t know. 

Q. Do you have any idea? A. I may have, if I am per¬ 
mitted to check back on some of my notes. No, I do not 
have any information here on it. 

Q. What was the amount of the first lien as of December 
31, 1942? A. I don’t know that either. 
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Q. How much had the Longfellow Building Corporation 
amortized its first and second loans between February 3, 
1941, and December 31, 1942? A. I don’t know. 

Q. How much money did the Mount Vernon Mortgage 
Company advance under their guarantee on the construc¬ 
tion cost of the Longfellow Building Corporation? A. I 
don’t know, sir. 

Q. How much money did the R.F.C. advance for 

1229 the construction of this building? A. I believe the 
R.F.C. loan was $1,500,000. 

Q. And if you were told, sir, that Mount Vernon Mort¬ 
gage Company contributed $139,000 to the construction of 
the Longfellow Building, what would the original cost 
then be of the Longfellow Building together with the land 
in cash ? A. I believe that is a bookkeeping figure. There 
are deductions in there that you cannot put to the R.F.C. 
loan and the advances by the Longfellow Building Cor¬ 
poration or Mount Vernon Mortgage Company, whichever 
it w T as, together and say that is the total cost of the build¬ 
ing. 

Q. Why not, sir? A. Because I have had other figures 
given to me as of December 31, 1942, that do not match 
the figures you are trying to put in my mouth. 

Q. And those figures that you refer to were given to 
you by Mr. Highfield, Mr. Sothoron, and Doctor Koss; 
is that correct, sir? A. Yes, sir. 

Q. And if in fact the cash that w^ent into the purchase 
of the land and the construction of the Longfellow Build¬ 
ing amounted to $1,639,000, your appraisal that you have 
given here would be inaccurate; is that right, sir? A. I do 
not know your figures to be a fact. I am only going on the 
figures I have. 

Q. Will you answer my question please? 

• #•#••••#• 

1230 The Witness: No, sir. 
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By Mr. Stetson: 

Q. What was the figure you used for the cash that went 
into the project? A. I didn’t figure the cash going into 
the project at any point. 

Q. You never took that into account, sir? A. No. 

#• #•##•#•# 

Q. And in arriving at your appraisal of the Longfellow 
Building, you never took into account the cash that went 
into the project? A. No, sir. 

Q. Now, Mr. Boeckh, if the cash that went into this 
project in fact did amount to $1,639,000, what would be the 
appraisal of the Longfellow Building as of February 3, 
1940? A. I have already put— 

Q. Excuse me, 1941. A. I didn’t make an appraisal 
as of 1941. 

Q. Can you tell me what the appraisal would be as of 
1941 if the figure I gave you amounted to the cash 
1231 that went into the project? A. No, sir. 

Q. Would the appraisal be less than $1,639,000? 
A. I don’t know. 

Q. You don’t know? A. No. I did not take cash in the 

deal into mv considerations. 

* 

Q. What did you take into consideration? A. I took 
an analysis of the land value, an analysis of the building 
value, an analysis of depreciation, an analysis of the 
income, and developed and gave to this court my figure 
of $1,600,000, as a fair value of the property on December 
31, 1942. 

Q. Can you tell us what the fair value, as you say, 
would be as of February 3, 1941? A. Not without work¬ 
ing it out. 

Q. You have no idea of what the fair value would be? 
A. No, not without a calculation. 

Q. How would you calculate that, sir? A. By the two 
methods I have used and have already presented to this 
court. 
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Q. Well, then, you have already calculated it; is that 
right? A. As of December 31, 1942, I made a calculation. 
Q. No, the question was have you calculated the 

1232 fair value as of February 3, 1941. A. No, I made 
no calculation as of that date. 

Q. And is that possible from the figures that you have 
worked with? A. You might make an index projection 
backwards. 

Q. Suppose you tell us how you would do it, sir. A. 
If I were doing it, I would take the index of original con¬ 
struction cost. 

Q. The index of original construction cost: What is 
that index? What is the figure? A. 119.35. 

Q. Yes. A. And the index of the date that you want. 
Q. February 3, 1941. A. Well, we do not have an index 
of February. You would have to either assume January 
1, 1941, or March, 1941. 

Q. Which one would you prefer? A. I don’t prefer 
either. 

Q. Did you have indices in March? A. They are part 
of the record, I believe. We make our survey January 
1 and March 1. 

Q. Are you sure of that, Mr. Boeckh? A. I beg your 
pardon, it is April 1. 

Q. So then we had better use the January 1. A. Jan¬ 
uary 1 or April 1. 

1233 Q. What would the index of January 1, 1941, be? 
A. 121.4. 

Q. Point four? A. Point three, excuse me. 

Q. Now, that is the index of January 1, 1941; is that 
right? A. Yes, sir. 

Q. And if we were to use the April 1, 1941, index it 
would be a little bit higher; would it not, sir? 

• # #••••••• 

1234 The Witness: Very slightly, yes. 
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1237 Q. Mr. Boeckh, what would that difference be 
between January 1, 1941, and April 1, 1941? A. 

Well, the index of January 1, 1941, stood at 121.— 

The Court: One hundred and what ? 

The Witness: 121.3, and it moved to 121.45 as of April 1. 

By Mr. Stetson: 

Q. Now, we have these two indices, namely, the original 
cost index and this index as of January 1, 1941. Will you 
proceed to tell us wTiat the value of the building was on 
January 1, 1941. A. If I can go back to my office 

1238 and have the use of my calculating machine, yes. I 
cannot do it here in court. It is too big a calculation. 

• * ****•#•• 

1245 Q. Mr. Boeckh, how big is your office in Cincinnati? 
A. At the present time it is down to one associate. 

It has been up as high as 16. 

«* ####•#•• 

Q. How big was it last year? A. One. 

Q. It has been one associate for how many years, sir? 
A. Probably three years. 

*#*••••••• 

1246 Q. And that is the only staff of the Cincinnati 
office; is that right? A. At the present time. 

• **•««*••• 

1252 Q. All right, now, we talked a lot yesterday about 
a figure 5.34 percent. Have you re-examined your 
figures to determine wdiether that is or is not correct? A. 
When that figure was brought up yesterday, and I got 
out my slide rule, I noticed something was obviously 
wrong. In going back to the office yesterday afternoon, I 
found the clerk that made this calculation for me had 
assumed on the July, 1940, date a figure I thought I had 
put down as 119.35. She had taken that figure as 119.85. 
It was very obvious on the work sheet that I made a bad 
3 in writing, and she divided that 119.85 into the index 
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of 126.25, arriving at that figure I had previously given 
as 5.34 percent. 

Q. What was the figure that should have been used? 
A. The figure that should have been used was the 119.35 
divided into the 126.25, which w r ould have developed a 
percentage of 5.78, or an increase in the percentage of .44 
of one percent. 

Q. Have you applied that increase in percentage? A. 
Yes, sir. 

Q. What is the result of the application? A. Applying 
the increase to the base construction cost of $1,211,439.81, 
we would have come up with an increase of cost of 
$70,021.22, or a reconstruction cost new of $1,281,461.03. 

Allowing for the 5 percent depreciation used 
1253 within this appraisal, I would have arrived at a 
figure of $64,073.05, making a total worth on Decem¬ 
ber 31, 1942 of $1,217,387.98. 

What this slight error did was to bring my reconstruction 
cost figures based upon contract costs as given to me closer 
to the method I used as the second approach. 

The difference between the two methods now stands at 
$196.00 only. 

Q. Now, did the ascertainment of the figure 5.78 as 
distinguished from 5.34 have any effect upon your second 
approach? A. Absolutely not. It vras not used in the 
second approach at all. 

«•#••••••• 

1259 Q. Mr. Boeckh, we are a little confused as to the 
figure you used for depreciation in connection with 
your second method of approach here. Will you restate 
that figure, please, sir? A. I gave this building a life 
expectancy of 40 years. 

Q. Yes, sir, I understood that. But I understood you 
to testify that the reconstruction cost new by the second 
method was $1,281,667.00. Now, what is the depreciation 
that you figured on that? 

The Court: The figure he gave was 5 percent, $64,073.05. 
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Mr. Denit: We had it recorded a little different. That 
was the first method, if the Court please, and the second 
method, I think there was a mistake made in stating the 
figure. $64,073.05 was based on the reconstruction cost 
new of $1,281,461.03. 

The Witness: This was $64,083.00. 

1260 By Mr. Magee: 

#•#•###••• 

1261 Q. You also said Friday that in valuing a struc¬ 
ture that the highest value that can be given the 

structure is its reproduction cost less depreciation; is that 
correct, sir? A. Yes, sir. 

Q. And you said that economic factors would make that 
so because if a person attempted to value such a building 
higher and it could be reproduced new at less than the 
artificial value, that that is the reason why reproduction 
value is the highest value that appraisers use; is that 
correct, sir? A. Yes, sir. 

• ••#•••**• 

1263 By Mr. Stetson: 

Q. Permit me to interrupt you a minute, Mr. Boeckh. 
I was asking you how you arrived at the mean 

1264 height, not how you arrived at the cubical content. 
Just give us how you arrived at the mean height, 

that figure of 139 feet or whatever. A. I took the basement 
at 11 feet, the first floor at 12 feet 9 inches, and the second 
floor to the roof is 116 feet and 5 inches, making a total of 
139 feet and 2 inches. 

Q. Where did you get those figures, Mr. Boeckh? A. 
These figures evidently came off plans when we made the 
study sometime ago in ’49. 

Q. So far as you know, that is where they came from; 
is that right? A. Yes, sir. My records at the office show 
they were from the original building plans. 
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Q. But you haven’t checked those figures against the 
building plans since 1949, have you? A. Well, the building 
plans would not have changed since 1949. 

Q. Just answer the question, please, sir. A. No. 

Q. Have you looked at the building plans since 1949? A. 
Yes. I have looked at the building plans within the last 
two weeks to refresh my memory. 

Q. What, sir? A. To refresh my memory. 

1265 Q. As to what? A. As to certain basic struc¬ 
tural details. 

Q. For instance? A. Reinforcing, for one. 

#♦#*«*•**« 

Q. Anything else? A. Well, that is a pretty big item. I 
was worried about the live load. I thought the questions 
might be asked me. 

Q. Anything else? A. No. 

Q. You definitely did not look at those plans to check 
the figures on the cubical content of the building; is that 
right, sir? A. I have. I had this cubical content already 
worked out and I had it re-checked. 

Q. You what? A. Had it re-checked, re-calculated, to 
see if the figures were correct. 

Q. Yes, but without reference to the plans? A. Without 
reference to the plans, no. 

********** 

1267 Mr. Denit: May I inquire from Government coun¬ 
sel whether they expect to offer Exhibit No. 26 which 
has been marked for identification? 

The Court: Will you answer that, please? 

Mr. Stetson: No, we don’t intend to offer that, Your 
Honor. I don’t think it is of any value to the Court. 

Mr. Magee: Then you better take out of the record the 
testimony of your own witness, because it was based en¬ 
tirely on that. Mr. May’s testimony was based on these 
indices. 

Mr. Denit: We offer it in evidence, if the Court please. 
The Court: Very well, it is admitted. Now that will 
be your exhibit, Mt. Vernon exhibit number— 
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Mr. Stetson: May I ask if Mr. Denit is offering 

1268 the entire document? 

Mr. Denit: I am. 

The Clerk: No. 27. 

(The document referred to, previously marked Plaintiffs’ 
Exhibit No. 26 for identification, was received in evidence 
as Defendant Mt. Vernon Mortgage Co. Exhibit No. 27.) 

Mr. Denit: May I make a statement to inquire with 
respect to Exhibit No. 27 for identification, whether plain¬ 
tiff intends to offer that in evidence? 

Mr. Stetson: The same answer, Your Honor. 

Mr. Denit: We offer it, if the Court please. 

The Court: Then that will be Mt. Vernon Exhibit 28. 
The Clerk: No. 28. 

The Court: Very well, admitted. 

(The document referred to, previously marked Plaintiffs’ 
Exhibit No. 27 for identification, was received in evidence 
as Defendant Mt. Vernon Mortgage Co. Exhibit No. 28.) 

Mr. Denit: No further questions. 

Mr. Highfield, will you take the stand? 

Thereupon— 

Robert T. Highfield 

was recalled as a witness and, having been previously duly 
sworn, was examined and testified further as follows: 

Mr. Stetson: Your Honor, this seems to me a 

1269 little bit irregular. Mr. Highfield has already testi¬ 
fied and has been cross examined. There was no 

reservation to recall him at any time. We object to this 
witness testifying further. 

The Court: Why didn’t you finish with Mr. Highfield 
when he was on the stand, Mr. Denit? 

Mr. Denit: There are two things Mr. Highfield said he 
will produce and offer here, if the Court please, and I am 
making good his promise. 
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i 

i 

i 

i 

j 

No. 1, he said he thought he could find a memorandum 
which Mr. Davison sent to him arranging a conference 
with Mr. Mahoney. I am going to ask him if he has found 
that memorandum and offer it in evidence. 

No. 2, he stated to Your Honor that we were having 
prepared an exhibit which would show the history of these 
stock certificates in the Longfellow Building Corporation 
from the date of its inception down through January 15, 
1943. That has been done and I propose to offer that in 
evidence. 

The Court: Well, where in the record is there this 
testimony about the Mahoney matter about which you 
refer? 

Mr. Denit: I can’t give you the page, but I am certain 
it is in there. In two or three minutes I am sure I can 
find it. There isn’t any question in my mind that Mr. 
Highfield so testified. If we could take the luncheon recess 
now, I wall be able to give it to Your Honor upon resump¬ 
tion of the hearing. 

1270 The Court: Very well, we will take the recess 
now until 1:30. 

(Wliereupon, at 12:15 p.m., the Court recessed until 
1:30 p.m. this day.) 


AFTERNOON SESSION—1:30 p.m. 

! 

Whereupon— 

Robert T. Highfield 

i 

resumed the stand and testified further as follows: 

i 

i 

Mr. Denit: If Your Honor please, it is on page 732 of 
the transcript. 

The Court: Somebody asked him to produce the note? 
Mr. Denit: My impression was that he said he had j 
the note and would produce it. His exact language as I 
reported by the reporter is: | 


i 

i 
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“I don’t have the note with me. It may be here in the 
court room, I don’t know. I don’t have it. I have seen it, 
though, since this suit was filed.” 

He has the note, and I propose to offer it in evidence in 
corroboration of his testimony that he did have the note 
and it is still in existence. 

The Court: Is there any cross examination about the 
note? 

Mr. Denit: I haven't been able to find it. 

The Court: He has already testified that he got the note 
or words to that effect. 

1271 Mr. Denit: But if the Court please, the honesty 
and integrity of this witness is an issue here, and 
what may be used to corroborate him is certainly ad¬ 
missible. 

Now it would be a very narrow view of the procedural 
question to say that we should not be permitted to reopen, 
even if it were a reopening, to ask this witness a question 
about the note and have the note produced. It certainly 
isn’t prejudicing anybody and isn’t lengthening the trial 
of this case. 

The Court: Are you standing on your objection to this? 

Mr. Stetson: Your Honor, when we adjourned for the 
noon recess, Mr. Denit said he had the note, but he would 
not let us see it. I don’t even know what this note is. It 
may open up entirely new fields. I think we should stand 
on our objection due to the lack of cooperation by counsel. 

The Court: He hasn’t been asked to produce this note 
from anything that you have shown me. These questions 
he is being asked are on direct examination, aren’t they? 

Mr. Denit: That is true, yes, Your Honor. 

The Court: Well, I will sustain the objection. 

Mr. Denit: I don’t think Your Honor wants to do us 
an injustice. This is a matter addressed to your sound 
judicial discretion. We are not reopening this case, but 
we are trying to offer in evidence a memorandum that 
was made in 1939 in corroboration of this witness’ testi- 


569 


mony based upon his recollection of the facts in 1939. 

1272 The Court: He has already testified to his recol¬ 
lection of the facts, Mr. Denit. 

Mr. Denit: Yes, but if Your Honor please, any written 
memorandum—I am quite sure the Court and counsel 
would be very quick to admit any memorandum that w’as 
inconsistent with his testimony. By the same token, any¬ 
thing that was said or done in 1939 by somebody else 
and made a matter of record corroborating his testimony, 
I submit, is admissible in evidence for that purpose. 

This is not a suit of an ordinary character. This is 
a suit based upon transactions which occurred 14 years ago 
and these witnesses are being shut off from testifying or 
using memoranda that were made at that time by some¬ 
body else in corroboration of what they are saying. I 
submit, that would be the most unjust thing in the world. 

The Court: Mr. Denit, they are not being shut off. You 
have been allowed a great deal of time in the presentation 
of this case, and now you are recalling a witness after you 
had completely finished with him, put him on the stand to 
bring in a paper which he didn’t think enough of to bring 
at the time or to have with him at the time, and nobody 
has asked him to bring, so far as anything that you have 
shown me in the record. 

Mr. Denit: Tf Your Honor please, I am not saying that 
the Court has cut us off in the presentation of our 

1273 case. I think it quite worthy, however, to recall 
that the greatest latitude in the world has been ex- 

tended to the Government in the presentation of this case 
from the very beginning. Now this is a page which would 
corroborate Mr. Highfield’s testimonv. It doesn’t 
prejudice the plaintiffs in any way at all. It doesn’t ex¬ 
tend the trial of this case. 

Suppose I said to Your Honor that I made a mistake in 
failing to ask him this question. It would be certainly 
within Your Honor’s discretion to allow me to do so at 
this time, and the Court knows that this case has been 
tried through a wide range, and if counsel were forgetful 
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of a question, it would not be anything less than is ex¬ 
pected of lawyers in the trial of a lawsuit. 

The Court: If I understand it, this is a note that was 
given to him by somebody that is now dead? 

Mr. Denit: That is right. 

The Court: And who is not available for any cross 
examination and you want to put it in to corroborate his 
testimony after you have completed your examination of 
the witness? 

Mr. Denit: That he received the note, yes, Your Honor, 
and it bears the signature of the man who wrote it. 

The Court: I will sustain the objection. 

********** 

1274 (The document referred to was marked Defendant 

Mt. Vernon Mortgage Co. Exhibit No. 29 for 
identification.) 

1278 Thereupon— 

Eric G. Jansson 

1279 was recalled as a witness and, having been pre¬ 
viously duly sworn, was examined and testified 

further as follows: 

Direct Examination 
By Mr. Denit: 

Q. Mr. Jansson, will you look at what has been marked 
Defendant’s Exhibit No. 30 and tell us whether you pre¬ 
pared it? A. Yes, sir, I did. 

Q. From what source did you derive the information set 
out on that exhibit? A. This information came from the 
stock certificate book itself, from the information on the 
stubs of the certificates and the certificates themselves that 
have been cancelled. 

Mr. Denit: I re-offer the exhibit. 

#•##**•••• 
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1282 The Court: You are offering this, as I understand 
it, as a summary of his interpretation of what the 

record is on these particular dates? 

Mr. Denit: That is true. 

The Court: I will admit it on that basis. 

(Defendant Mt. Vernon Mortgage Co. Exhibit No. 30, 
previously marked for identification, was received in 
evidence.) 

# ♦ * # # * # # # # 

Q. Mr. Jansson, referring to Defendant’s Exhibit No. 
30, which is a tabulation that you now have, if I under¬ 
stand your testimony correctly, on January 14, the day 
before the loan was consummated between the Mt. Vernon 
Mortgage Corporation and the Longfellow* Building Cor¬ 
poration, certificate No. 1 was still outstanding and in the 
name of Sherman F. Mittell; is that correct, sir? A. That 
is correct. 

Q. Now I ask you if on January 14 that certificate No. 1 
was an original issue of stock of the Longfellow Building 
Corporation to Sherman F. Mittell; is that correct, sir? 
A. Yes. 

Q. With reference to the second item on Defendant Mt. 
Vernon’s Exhibit No. 30, on January 14, 1942, original 
certificate No. 20, for 91 shares of stock of the Long- 

1283 fellow Building Corporation, was owned and was 
in the name of Sherman F. Mittell; is that correct, 

sir? A. That is correct, except that it is not an original 
certificate. 

Q. I am sorry, sir. Is that a reissue of a preceding 
certificate? A. Yes. 

Q. Can you tell the Court where it came from? A. Yes. 
The original certificate was No. 3, for 200 shares. 

Q. And was that issued originally to Mr. Mittell? A. Yes. 
Q. Certificate No. 20 represents 91 shares of an original 
issue, that is, stock certificate No. 3, of shares of stock 
of the Longfellow Building Corporation; is that correct, 

sir? A. Yes, that is right. 

#••*••### 
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12S4 Q. Assuming such a transaction occurred on the 
15tli day of January, 1942, is it not a fact that on 
that day there was issued a new stock certificate in lieu of 
stock certificate No. 3, a stock certificate numbered 41? 
A. That is correct. 

Q. For 3 shares of stock? A. That is correct. 

Q. And that was the stock which the preceding day stood 
in the name of Sherman F. Mittell? A. That is correct. 

Q. And on that next day, on January 15— A. Pardon 
me. That certificate 41 is dated January 15, 1942. 

Q. Yes, sir, and isn’t it true that stock certificate No. 42, 
also issued on January 15, 1942, involving the 91 shares 
of stock owned by Sherman Mittell— A. That is correct. 
# • • # * • * * *• 

1285 Q. Isn’t it true that stock certificate No. 20, which 
on January 14 stood in the name of Sherman F. 

Mittell, on January 15 became stock certificate No. 42, for 
91 shares of stock of the Longfellow Building Corporation? 
A. That is correct. 

Q. Now on January 14, 1942, would you please look at 
the Defendant Mt. Vernon’s Exhibit No. 30 and tell this 
Court the number of shares, according to the records of 
the Longfellow Building Corporation, actually stood in the 
name of the National Home Library Foundation? A. On 
January 15th? 

Q. 14th. A. Yes. Certificate No. 23, for 15 shares; 
certificate No. 27, for 300 shares; certificate No. 35, for 335 
shares. 

Q. So that on January 14, 1942, according to the stock 
records of the Longfellow Building Corporation, the Na¬ 
tional Home Library Foundation only owned 650 shares of 
stock of the Longfellow Building Corporation; is that cor¬ 
rect, sir? A. Yes, sir. 

Q. Now, isn’t it a further fact than on January 14, 1942, 
a Mr. William Leseaze was the owner of stock certificate 
No. 17, representing 15 shares of stock of the Long- 

1286 fellow Building Corporation? A. That is correct. 
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Q. And lie was also the owner of 5 shares of stock, 
which was evidenced bv certificate No. 26? A. That is 
correct. 

Q. Of the Longfellow Building Corporation? A. That is 
correct. 

Q. Do you have any evidence or any summary before 
you that will show how many shares of stock William Les- 
caze was originally issued— A. Yes. 

Q. —of the stock of the Longfellow Building Corpora¬ 
tion? 

Would you please refer to it and give us the total num¬ 
ber of shares that he had? A. He had 30 shares: Original 
certificate 17, for 15 shares, and original certificate 18, for 
15 shares. 

The Court: What is it that you are getting this informa¬ 
tion from? 

The Witness: This is data that comes right from the 
stock certificate book, which T believe is in evidence. It is 
shown on the stubs of the stock certificate book. These 
are my compilations that I have taken off from that. 

Mr. Stetson: May I ask, Your Honor, who made 
1287 that tabulation? 

The Witness: I did, sir. 

Mr. Magee: May I continue, Your Honor, with my ques¬ 
tions? 

The Court: Yes. 

Bv Mr. Magee: 

Q. Would you look further and please tell the Court who 
owned stock certificate No. 26, for 5 shares of the stock of 
the Longfellow Building Corporation? 

Mr. Stetson: At what date? 

Mr. Magee: Prior to January 14, 1942. 

Mr. Stetson: As of what date? 

Mr. Magee: Never mind the date. I am asking it that 
way. 
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Mr. Stetson: Your honor, I think we are entitled to 
know what date Mr. Magee is referring to. 

Mr. Magee: I am asking who owned it prior to January 
14, 1942. 

The Court: Prior to that date? 

Mr. Magee: Yes, ma’am. 

The Court: This schedule that you have here doesn’t 
show prior to that date. 

Mr. Magee: No, but I am developing it, Your Honor, in 

connection with the testimony of Mr. Lescaze. He gave up 

certain shares. This is to show exactlv where thev went. 

•> •> 

The Court: Read the question, Mr. Reporter. 

(Question read.) 

Mr. Magee: Prior to January 14, 1942. 

1288 Mr. Stetson: We further object to the form of the 
question as to a conclusion, calling for a conclusion 
as to ownership. We think the stock record books may 
mean one thing to Mr. Jansson. 

Mr. Magee: May I have the stock record book? I think 
Your Honor was using that. 

The Court: I am very glad to give it to you. I would like 
to see you make something out of that. 

Mr. Magee: Your Honor, this, I think, has been marked 
as Plaintiffs’ Exhibit 2-B. 

By Mr. Magee: 

Q. Would you please look at the stub for stock certificate 
No. 26, please, and tell us -who owned those 5 shares of 
stock ? 

Mr. Stetson: As of what date, please? 

Mr. Magee: Prior to January 14, 1942. 

Mr. Stetson: We object, Your Honor. 

Mr. Magee: On what grounds? 

Mr. Stetson: The same ground stated, Your Honor. In 
the first place, he hasn’t given us any date that he is refer¬ 
ring to. 
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The Court: You don’t claim that he knows personally, 
do you? You are asking what the record shows. 

Mr. Magee: In going through his chronology, I am going 
to show where the stock certificates ended up. 

1289 The Court: First, you have asked him to show 
you from that stock book. 

Mr. Magee: They objected on the theory that he should 
use the book instead of his summary. 

Mr. Stetson: Oh, no, not at all. We object on the theory 
that we don’t know what your question refers to as to the 
point of time and, secondly, that the question as originally 
asked called for a conclusion of the witness as to ownership 
and not what his interpretation of the book is. 

By Mr. Magee: 

Q. Referring to certificate No. 26, did not in fact this 
book show, Plaintiffs’ Exhibit No. 2-B, that on May 8— 

Mr. Stetson: We object to the leading question. 

By Mr. Magee: 

Q. —1940, 5 shares of stock of the Longfellow Building 
Corporation w T ere issued to Mr. William Lescaze? 

Mr. Stetson: I object on the ground it is a leading 
question. 

The Court: The objection is sustained. Now you may 
say what that certificate 26 does show from that record. 

The Witness: It shows a certificate was issued on May 8, 
1940, for 5 shares. By the absence of the certificate at this 
time, it indicates that it is still held by this man, as far as 
the records are concerned; he still holds it. 

By Mr. Magee: 

1290 Q. What is the name of this man as it appears on 
those records? A. William Lescaze. 

Mr. Stetson: What is the certificate number you are re¬ 
ferring to? 

Mr. Magee: 26. 

The Witness: 26. 
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By Mr. Magee: 

Q. Now, will you refer to certificate No. 17 and tell us 
whether that certificate has been cancelled, whether it is 
still outstanding, the date of issue, and whose name it was 
issued to? A. It is not in this book. This begins with 
certificate No. 26. But the data in the back— 

The Court: There it is. 

The Witness: Thank you. The certificate shows it was 
issued to William Lescaze on August 21, 1939. By virtue 
of the fact the certificate has not been returned and attached 
to the stub, it is assumed that he is still the owner of the 
certificate. 

By Mr. Magee: 

Q. What was the number of those shares again, please? 
A. 15. 

Q. Will you please refer to your certificate No. 18 in that 

stock book and give us the date of issue, first to 
1291 whom it was issued, and the number of shares? 

A. It is dated August 21, 1939, issued to William 
Lescaze, for 15 shares. 

Q. Can you please tell the Court, is that on an original 
certificate, Mr. Jansson? A. Yes, 18 is an original certifi¬ 
cate. 

Q. What did that certificate become next in the course of 
its ownership as shown by the stock records? A. As shown 
by the stock certificate itself, it was transferred to Roy S. 
Thurman on September 6, 1939. 

Q. Now, will you trace that certificate back and tell us 
whether or not on January 15 it did not then become a part 
of the 933 shares that ultimately were pledged for the Mt. 
Vernon Corporation loan? 

Mr. Stetson: Objection. It is a leading question. 

The Court: The objection is sustained. 

By Mr. Magee: 

Q. What happened to stock certificate No. 18 thereafter? 
A. No. 18 shows that it was transferred to the National 
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Home Library Foundation by endorsement dated April 1, 
1940. No. 40 was not changed on the stock books until 
January 15, 1942. 

The Court: No. 40? I thought you were still talking 
about 18. 

Mr. Magee: We are, Your Honor. 

1292 The Witness: Yes. 18 was the one which was 
turned over to the National Home Library Founda¬ 
tion. It was turned in physically and a new certificate is¬ 
sued in its place. That is when No. 40 was issued. 

By Mr. Magee: 

Q. And how many shares? A. No. 40 w r as issued on 
January 15, 1942. 

Q. For how many shares? A. For 15 shares. 

Q. Will you please refer to stock certificates 8 and 9— 
8 first, and tell us to whom that stock certificate was issued 
and the number of shares that were involved on the date 
of issue, from the stock records? 

The Court: What are the numbers, Mr. Magee? 

Mr. Magee: No. 8, I am starting with, Your Honor. 
The Witness: No. 8 is dated July 18,1939, for 200 shares, 
issued to Roy S. Thurman. 

By Mr. Magee: 

Q. Can you trace that stock certificate and tell us who 
became the next owner and on what date? A. On April 10, 
1940, it was exchanged for certificate No. 22. 

Q. In whose name was certificate No. 22 issued? A. Mt. 
Vernon Mortgage Corporation. 

Q. And is that certificate still outstanding in the 

1293 name of Mt. Vernon Mortgage Corporation, accord¬ 
ing to the stock records? A. No, sir. 

Q. What happened to it ? A. That, along with certificate 
No. 43, for 933 shares, making a total of 1,600 shares— 
Q. Would \ou check that again ? A. Yes. That, together 
with certificate No. 45, for 833 shares, and certificate No. 
38 for 20 shares, and certificate No. 47 for 30 shares— 
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Mr. Fruit: Is that No. 47? 

The Witness: Yes—were turned in and in their place 
certificate No. 50, for 1,550 shares, was issued. 

Mr. Stetson: What date? 

The Witness: March 4, 1949. 

By Mr. Magee: 

Q. Mr. Jansson, didn’t certificate No. 8 go through the 
National Home Library Foundation and become thereafter 
the property of the Mt. Vernon Mortgage Corporation in 
1940? 

Mr. Stetson: Objection to these leading questions. 

Mr. Magee: Your Honor, 1 think leading questions are 
all right. We are trying to get the actual facts that arc 
shown by this stock record, and there is nobody being prej¬ 
udiced by my asking this witness a specific question in 
order to trace—now he has fixed this ownership up 
1294 with a change of stock certificates that we are talking 
about. I want to know, if it went to Thurman, where 
it went next, if it went to the Home Foundation, and the 
date. 

The Court: Let him tell you. 

Mr. Magee: Yes. 

The Witness: Yes, that certificate was endorsed to the 
National Home Library Foundation on April 10, 1940. 

By Mr. Magee: 

Q. Where did it go in the next step of ownership? A. On 
that same date, the National Home Library Foundation 
endorsed it to the Mt. Vernon Mortgage Corporation. 

Q. Let’s take certificate No. 9. A. That is for 200 shares 
issued to Roy— 

Q. To whom was it originally issued and the date? A. 
It was originally issued to Roy S. Thurman on the 18th 
day of July, 1939. 

Q. When was that certificate next transferred, accord¬ 
ing to the stock book? A. The first endorsement on it 
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is to the National Home Library Foundation on April 10, 
1940. 

Q. What is the next? A. On the same date that was en¬ 
dorsed to the Mt. Vernon Mortgage Corporation. That was 
the first endorsement. There was never a new certificate 
issued to the National Home Library Foundation. 

1295 Both of these endorsements occurred on the same 
day. 

Q. So that stock certificate 8 and stock certificate 9 
never on the stock stub records ever appeared in the 
name of the National Home Library Foundation up to the 
present time; is that correct, sir? A. Yes, sir, as far as 
the stock certificate records are concerned, it did not. It 
was never transferred on the company’s records. 

Q. Let’s take stock certificate No. 10. What was the 
date of issue and the name to whom it was issued? A. 
It was issued on July IS, 1939 to Roy S. Thurman, for 
100 shares. 

Q. What does the stock certificate itself show happened 
to that stock certificate? A. The first endorsement, dated 
April 10, 1940, is to the National Home Library Founda¬ 
tion. The second endorsement that same day is to the 
Mt. Vernon Mortgage Corporation. 

Q. So that stock certificate No. 10, for original issue of 
100 shares of stock to Roy S. Thurman, has never stood 
on the stub records of the Longfellow Building Corporation 
in the name of the National Home Library Foundation; is 
that correct, sir? A. That is correct. 

Q. Refer to stock certificate No. 11. Tell us to whom it 
was issued and whether it is still outstanding and 

1296 to whom it was issued. A. It was issued on July 18, 
1939, to Roy S. Thurman for 100 shares. The rec¬ 
ords do not show the certificate returned and it is con¬ 
cluded that he still owns it. 

Q. Refer to stock certificate No. 12. Please give us the 
date of issue, the number of shares, and the name of the 
owner and what is its status today. A. That was issued 
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July 18, 1939, to Roy S. Thurman, for 100 shares and has 
not been returned and it is concluded he still owns it. 

Q. Refer to stock certificate No. 13. A. Yes, sir. 

Q. Would you please tell us to whom stock certificate 
No. 13 was originally issued? A. It was issued on July 
18, 1939, to Roy S. Thurman for 50 shares. 

Q. Tell us what next happened to that stock. A. On 
August 8, 1939, it was exchanged for certificate No. 16, 
for 50 shares. It became part of certificate No. 16. 

Q. And whose name was that issued in? A. Arthur L. 
Winn, Jr. 

Q. Can you tell us whether there has been any change 
thereafter in ownership of the original stock certificate 13, 
which you now testified became a part of stock certificate 
No. 16? A. Well, that plus another certificate for 
1297 50 shares, was turned in for 100 shares as certificate 
No. 16. 

Q. What happened to those 100 shares thereafter? A. 
On September 6, 1940, it was exchanged for certificate No. 
29 for 100 shares. 

Q. Where did the 100 shares go? A. To Arthur L. 
Winn, Jr. 

Q. During the course of the devolution of that title, were 
they ever assigned to the National Home Library Founda¬ 
tion? A. No, sir. 

Q. And did 29 ever get split up in any fashion there¬ 
after as to ownership? A. Yes. On January 22, 1941, it 
was turned in and certificate Nos. 36 and 37 were issued in 
its place. 

Q. For how many shares? A. Certificate No. 36, for 10 
shares to William Mazo; certificate No. 37, for 90 shares, 
to Arthur L. Winn, Jr. 

Q. Is that still outstanding or do you have a place in 
the stock certificate book for 90 shares? A. 37 is still out¬ 
standing, as indicated by the stub. 

Q. Now please refer, Mr. Jansson, to original stock 
certificate No. 15, if there is an original stock certificate. 


581 


To whom was that originally issued, the date and number 
of shares? A. It was originally issued to Roy S. Thur¬ 
man on August 8, 1939 for 100 shares. 

1298 Q. What happened to that stock certificate 15 
thereafter? A. On April 10, 1940, it was assigned 

to the National Home Library Foundation. 

Q. What happened thereafter? A. On that same day 
it had been assigned to the Mt. Vernon Corporation by the 
National Home Library Foundation. 

Q. Did that stock certificate ever stand registered on 
the stub in the name of the National Home Library Founda¬ 
tion up to that time, sir? A. No, sir. 

Q. So that on April—what is the date of that last as¬ 
signment, Mr. Witness, April 12? A. April 10. 

Q. On April 10, 1940, certificate No. 8, for 200 shares 
of the Longfellow Building Corporation, certificate No. 9 
for 200 shares of the Longfellow Building Corporation, 
certificate No. 10 for 100 shares of the Longfellow Build¬ 
ing Corporation, and certificate No. 15 for 100 shares of 
the Longfellow Building Corporation, all of which had 
been originally owned by Roy S. Thurman, became reg¬ 
istered in the name of the Mt. Vernon Mortgage Corpora¬ 
tion ; is that correct, sir? A. That is correct. 

Q. Would you please look at stock certificate 23? A. 
Do you want to know the information on it? 

Q. Yes, sir. Tell us the number of shares and where it 
came from, if you can, from the stock records. A. 

1299 It is dated April 11, 1940, issued to the National 

Home Library Foundation in the amount of 15 
% 

shares. 

Q. Did that not come out of original certificate No. 6, 
standing in the name of Sherman F. Mittell? 

Mr. Stetson: Objection, Your Honor. 

Mr. Magee: This is just a point he will testify to, Your 
Honor. I don’t want to lead him. 

The Court: What is your objection? 

Mr. Stetson: In the first place, it is a leading question. 
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In the second place, it calls for a conclusion on the part 
of the witness. 

The Court: Well, the question, I take it, is what he 
says from the records. 

Mr. Magee: Yes, ma’am, that is it exactly. 

The Court: Very well, the objection is overruled. 

The Witness: You can go back to stock certificate No. 
6 and trace that. It was exchanged for stock certificate 
No. 23, for 15 shares; 85 shares of that 100 represented 
bv certificate No. 6 went into treasurv stock. 

Bv Mr. Magee: 

v C* 

Q. And the 15 came into the ownership of the Founda¬ 
tion from that original certificate 6; is that correct, sir? 
A. Yes, sir. 

Q. What is the date of that transfer? A. From 6 to 
23? 

1300 Q. Yes, when the 6 was split and when 15 shares 
became the property of the National Home Library 
Foundation, or were registered in its name. A. The cer¬ 
tificate itself is dated April 11, 1940. 

Q. Would you please refer to certificate 19 and tell us 
the number of shares that were involved, to whom they were 
originally issued and the date? A. Certificate No. 19 was 
issued to Sherman F. Mittell on April 10, 1940, for 67 
shares. 

Q. Check the back and see if they were not signed in 
blank. A. On April 10, 1940, it was assigned to the Na¬ 
tional Home Library Foundation. That is the first endorse¬ 
ment on it. The second endorsement is to the Mt. Vernon 
Mortgage Corporation on April 10, 1940. 

Q. So that stock certificate 8, to Mr. Thurman, for 200 
shares, stock certificate 9 for 200 shares, stock certificate 
10 for 100 shares, stock certificate 15 for 100 shares, and 
stock certificate 16 for 100 shares, and stock certificate 19 
for 67 shares, made up 667 shares which on April 10 were 
transferred to the Mt. Vernon Mortgage Corporation; is 
that correct? A. You enumerated 767 instead of 667. 


Q. I am sorry. Which one was I in error on? 16, I be¬ 
lieve. A. 16 is not part of that. 

1301 Q. Eliminating 16, then, the others made up the 
667 shares? A. Correct. 

Q. So that on the 9th of April, 1940, the only shares 
standing in the known name of the National Home Library 
Foundation was certificate 16, for 100 shares, and certificate 
23 for 15 shares; is that correct, sir? A. No. No. 16 was in 
the name of Arthur L. Winn. 

Q. That had been transferred back, then, to Mr. Winn. 

So that the only shares then that the corporation as the 
National Home Library Foundation owned in April, 1940, 
were 15 shares? j 

Mr. Stetson: May we ask what date in April? 

Mr. Magee: I am talking of April 12, April 10 or 12— 
April 10. 

Mr. Stetson: April 10? 

The Witness: Yes. Certificate 23, for 15 shares, is the 
only certificate in the name of the Foundation. 

j 

By Mr. Magee: 

Q. Now, directing our attention forward to a period 
January 14, 1942, I understood you to state that on that 
date the National Home Library Foundation owned or 
had registered in its name 650 shares of stock of the Long¬ 
fellow Building Corporation. A. Yes. 

1302 Q. Is that correct, sir? A. Yes, sir. 

Q. Certificate 23 was among those shares in the 
amount of 15 shares at that time, was it not, sir? A. Yes, 
sir. 

Q. Isn’t it a fact that prior to that time stock repre¬ 
sented by stock certificates 2, issued to Sherman F. Mittell; ! 

3, issued to Sherman F. Mittell; 4, issued to Sherman F. ! 
Mittell; 5, issued to Sherman F. Mittell; 6, issued to 
Sherman F. Mittell; and 14, issued to Sherman F. Mittell, 
totaling S00 shares, had been transferred into the treasury I 
of the Longfellow Building Corporation? A. Not in their j 
entirety. ; 
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Q. Please explain. A. Certificate No. 3, for 200 shares, 
was re-issued with 17 shares going to the treasury and 183 
being re-issued to Sherman F. Mittell in the form of 3 
certificates, 19, 20, and 21. 

Q. Now, with that change, tell us whether these other 
remaining shares were transfered by Sherman F. Mittell 
into the treasury of the Longfellow Building Corporation. 

Mr. Stetson: May we ask what date he is speaking of, 
Your Honor? 

The Court: Yes. 

Mr. Magee: Prior to January 15, 1942. I don’t have 
these transfer dates, Your Honor. 

1303 Mr. Stetson: We object to the question as being 
too vague as to time, Your Honor. 

The Court: I think you ought to have some time that 
you are fixing, because this changes from time to time. 

Mr. Magee: Well, I will take it, then, share by share. 

By Mr. Magee: 

Q. First, stock certificate No. 2, in the amount of 200 
shares, which you have already testified was issued in the 
name of Sherman F. Mittell, and tell us whether that ever 
became treasury stock and the date when it became treasury 
stock. A. It became treasury stock on April 10, 1940. 

Q. I refer you to certificate No. 3, which you testified 
in the record was originally issued in the amount of 200 
shares to Sherman F. Mittell. A. April 10, 1940, it was re¬ 
issued in three certificates, No. 19 for 67 shares, No. 20 
for 91 shares, No. 21 for 25 shares. 

Q. What happened to the remaining shares? A. The 
remaining 17 shares went back to the treasury. 

Q. I refer you to certificate No. 4, which you testified 
was originally issued in the name of Sherman F. Mittell, 
for 100 shares of the Longfellow Building Corporation. 
A. Turned back to the treasury on April 10, 1940. 

Q. Certificate No. 5, which you have testified was origi¬ 
nally issued to Sherman F. Mittell, in the amount of 

1304 100 shares of the Longfellow Building Corporation 
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stock. A. Went back in the treasury stock on April 10, 
1940. 

Q. Certificate No. 6, which you have testified originally 
issued to Sherman F. Mittell, in the amount of 100 shares 
of stock of the Longfellow Building Corporation. A. On 
April 10, 1940, 85 shares were returned to the treasury 
and the other 15 shares were issued as certificate No. 23 
for 15 shares to the National Home Library Foundation. 

Q. That is the 23 that we have referred to before as 
being outstanding still from January 14, 1942; is that cor¬ 
rect, sir? A. That is correct. 

Q. What happened to the remainder of that certificate 
which was originally for 100 shares? A. I will read the 
first part of my statement; it would be in the first part of 
my statement. I said, 85 shares went back to the treasury. 

Q. Please tell us what happened to certificate No. 7, 
which was originally issued to Sherman F. Mittell, in the 
amount of 50 shares of stock of the Longfellow Building 
Corporation. A. On August 8, 1939, it was turned in along 
with certificate No. 13, for 50 shares, issued to Roy S. 
Thurman. In their stead, 100 shares of certificate was is¬ 
sued to Arthur L. Winn, Jr. 

Q. That certificate No. 16, thereafter, went to the 
1305 National Home Library Foundation; is that correct, 
sir? If so, give us the date. A. No. 16 was en¬ 
dorsed on September 6, 1940, and a new certificate, No. 29, 
for 100 shares was issued to Arthur Wimi on that date. 

Q. Now, with reference to stock certificate No. 14, which 
was originally issued in the name of Sherman F. Mittell 
for 100 shares of stock of the Longfellow Building Corpo- 
ation, please tell us whether that ever became treasury 
stock and, if so, on what date. A. It became treasury 
stock on April 10, 1940. 

Q. Mr. Witness, will you please tell us what disposition 
was made of the treasury stock that you have now de¬ 
scribed came from Mr. Mittell? A. After it goes in the 
treasury stock we can’t trace those particular certificates 
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to any individual. In other words, a total of six hundred 
and some odd shares went into treasury stock. Smaller 
units were issued from treasury stock after that time. 

Q. Would you give us the dates of those smaller issues 
and tell us where they went as to ownership? A. Certifi¬ 
cate No. 24, for 30 shares, was issued on May 3, 1940, to 
John McShain, Inc. 

Q. Would you please tell us what was the next certificate 
issued of the treasury stock? A. Certificate No. 25, 
1306 in the amount of 174 shares, was issued on May 3, 
1940, to John McShain, Inc. 

Q. Would you please tell us what happened to the 174 
shares, which was certificate 25, and the date? A. January 
lo— 

The Court: Isn’t that certificate endorsed on the back? 

The Witness: I will look at it and see; I think it is. 
Yes, it is endorsed to the National Home Library Founda¬ 
tion. 

Mr. Stetson: Is the date shown on the certificate? 

The Witness: Beg pardon? 

Mr. Stetson: Is the date of that endorsement on the 
certificate ? 

The Witness: That endorsement is blank, no date. 

By Mr. Magee: 

Q. Continue, Mr. Witness. 

A. On January 15, 1942, certificate No. 39, which was 
issued in place of 174, was endorsed to Mt. Vernon Mort¬ 
gage Corporation, and a new certificate issued to them on 
January 15, ’42. 

The Court: Don’t you mean in the place of certificate 
25? You said 174. 

The Witness: 25. 

Mr. Magee: 174 is the number of shares. 

The Witness: Certificate No. 25, for 174 shares, was re¬ 
issued—certificate No. 39 was reissued on January 15, 
1942. On that same day it was exchanged to become part 
of certificate No. 43. 
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1307 By Mr- Magee: 

Q. And certificate No. 43 is the certificate which was 
issued in the number of 933 shares? A. That is correct. 
» The Court: Now in this list that you have here, this 

Exhibit No. 30, in stating where this certificate 25 of 174 
shares came from, you put down John McShain, despite 
that endorsement to the Foundation on the back. Why 
did you not have that it came from the Foundation there, 
since the certificate is endorsed by McShain to the Founda¬ 
tion? 

The Witness: The endorsement doesn’t become a part 
of the stock record itself. We have other cases here where 
it has been endorsed and held. There is no change on the 
records until the new certificate is issued for it. I mean, 
that is all I can go by is what these stubs show. In other 
words, there is an intermediate endorsement. I have no 
way of telling how long they held it. 

By Mr. Magee: 

Q. Isn’t it a fact, Mr. Jansson, it is quite a common 
practice to endorse shares of stock in blank, transfer them 
for many purposes, including security for loans or other 
transactions which never appear upon the stock records 
of the corporation that issues stock? A. Every day in 
thousands of cases, yes. 

Q. What you are testifying is that according to the 
stock record of ownership, by the stubs, this stock 

1308 never appeared in the name of the Foundation until 
January 15, when it became a part of stock 

certificate No. 43 in the number of 933 shares; is that 
correct, sir? A. It did come into the name of the National 
Home Library Foundation on that very date, January 15, 
1942. By the close of business that day it was not in their 
name. Certificate No. 43 had been issued. 

Q. For the record, that certificate w T ent to whom, Mt. 
Vernon Mortgage Corporation, 43? A. Yes, sir, that is 
the 933 which you referred to a minute ago. 


> 
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Q. Let’s return to the treasury stock. Following these 
174 shares that you have stated originally came from Mc- 
Shain and became a part of this certificate No. 43, were 93 
shares thereafter transferred; if so, where did they go 
and give us the date of transfer? A. 93 shares came out 
of the treasury and became part of certificate No. 28. 

Q. What is the date of that certificate? A. The date of 
certificate No. 28 is May 10, 1940, for 360 shares. The 93 
shares came from the treasury and the other 267 had never 
previously been issued. 

Q. I am a little confused. Would you repeat that answer, 
Mr. Witness? A. I will put it in a different way. On May 
10, 1940, certificate No. 28 was issued to the National 
1309 Home Library Foundation for 360 shares, 93 of 
which came from treasury stock and the balance of 
267 was the balance of the original stock which had never 
previously been issued. That completed the issue of 2,000 
shares, total issue. 

Q. Prior to the issuance of certificate No. 36 from treas¬ 
ury stock, did not the treasury receive from Arthur L. 
Winn 10 shares of his then 100 shares outstanding? 

Mr. Stetson: I object to the question as being leading 
and too vague as to time. 

Mr. Magee: The Court wants to know the date and ex¬ 
actly what happened to this stock and when. May the wit¬ 
ness answer, Your Honor? 

The Court: Yes, but I think that you should make your 
questions less leading. 

The Witness: You asked whether 10 shares of stock 
came from Arthur Winn and went into the treasury? 

By Mr. Magee: 

Q. Yes, if that is a fact. A. Arthur Winn held certifi¬ 
cate No. 29, for 100 shares. On January 22, 1941, that was 
reissued as 10 shares in certificate No. 36 to William Mazo 
and 90 shares in certificate No. 37 to Arthur L. Winn, Jr. 

Q. What happened thereafter to Mazo’s 10 shares, could 
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you tell us, Mr. Witness? A. His 10 shares, which 

1310 were evidenced by certificate No. 36, went into 
treasury stock on September 6, 1949. 

Q. Now, was any treasury stock issued following the 93 
shares "which you have described heretofore issued from 
treasury to the National Home Library Foundation in 
addition to what you have already testified to and, if so, 
how much stock and the date of it, sir? A. Yes. On May 
10, 1940, the National Home Library Foundation was is¬ 
sued 300 shares of stock in certificate No. 27, which came 
from treasury stock. 

Q. And did that certificate ever become part of certifi¬ 
cate No. 43, for 933 shares? A. Yes, sir, on January 15, 
1942. 

Q. Do I understand you correctly that also included in 
certificate No. 43 "was Sherman Mittell’s stock certificate 
No. 1, for 3 shares, which became stock certificate No. 41? 
A. Yes, and on the same date became part of 43. 

Q. And the same thing occurred with respect to Sherman 
Mittell’s stock certificate No. 20, for 91 shares, did it not, 
sir? 

Mr. Fruit: I object to this. This is an improper and in¬ 
complete summary of the witness’ testimony, because he 
has traced these specific certificates through other trans¬ 
fers which are ignored by counsel’s question. 

The Court: Yes. Turn to the back of that certificate 1 
there that you have, 3 shares. Isn’t there some sort of a 
transfer on the back of that? 

1311 The Witness: Yes. That is an endorsement by 
Sherman F. Mittell. 

The Court: When did that endorsement go into effect and 
when was the transfer, and to whom? 

The Witness: That has no date on it. That is that origi¬ 
nal No. 3—excuse me, I will go to 41. 

The Court: In your Exhibit No. 30, you just put that 
down in the name of Mittell as of January 14, 1942, without 
any reference to whatever that is on the back. 
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The Witness: Maybe I can help with this, then. Certifi¬ 
cate No. 41 was issued for 3 shares to the National Home 
Library Foundation on January 15, 1942. The stub is com¬ 
pleted, saying transferred from Sherman F. Mittell. It 
says, original certificate No. 1 for 3 shares. 

The Court: And that is a transfer to whom? 

The Witness: Then that was transferred on the same 
date—no, I am sorry. I don’t think I got your question 
correctly. The original certificate No. 1, for 3 shares, be¬ 
came 41 for 3 shares. 

Mr. Fruit: In whose name? 

The Witness: National Home Library Foundation. 

By Mr. Magee: 

Q. And the date? A. On January 15, 1942. 

Q. And went into certificate 933. A. On certifi- 
1312 cate No. 43. 

Q. W 7 ent into certificate 43 on the same date; is that 
correct, sir? A. Yes, sir. 

Q. Now, refer to certificate No. 20. Did the same thing 
happen to that certificate; is there any variation? 

Mr. Fruit: Let the witness tell what happened to it. 

The Witness: Yes, that certificate for 91 shares, on 
January 15, ’42, it was transferred to certificate No. 42 
and on the same date to 43, which is part of the 933. 

Mr. Fruit: In whose name is certificate No. 42? 

The Witness: 42 is a certificate that was issued January 
15 and turned in on January 15. 

Mr. Fruit: But issued to whom on January 15? 

The Witness: Pardon, National Home Library Founda¬ 
tion. 

The Court: Then who was it last issued to ? 

The Witness: Mt. Vernon Mortgage Corporation. 

The Court: And that was in this 933 shares? 

The Witness: Yes, Your Honor. 
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By Mr. Magee: 

Q. Now, Mr. Witness, you have testified that certificates 
Nos. 42 and 41 became a part of certificate No 43. I ask 
you to look at certificate No. 23. I ask you whether or 
not that didn’t also become a part of certificate No. 43. 
A. It did. 

1313 Q. What is the date on that? A. January 15, ’42. 
Q. Now refer to certificate No. 40. A. Certificate 

No. 40 was issued on January 15 to the National Home 
Library Foundation. On the same day it was reissued as 
part of certificate No. 43. 

The Court: How is that? 

The Witness: There are a number of these certificates 
which were issued on that day. 

The Court: I understood that, but I didn’t get what you 
said. 42, 41 and 23 became 43, did you say? 

The Witness: Yes, ma’am. 

The Court: And that was issued to whom? 

The Witness: Mt. Vernon Mortgage Corporation. 

The Court: And from whom? 

The Witness: 39 was issued on that date to the National 
Home Library Foundation. That 174 shares on that same 
day became part of 43. 

By Mr. Magee: 

Q. Look at certificate No. 35 and tell us if that also did 
not become a part of certificate No. 43. A. Yes. On Janu¬ 
ary 15, 1942, that was reissued as part of certificate 43. 

Q. Now, certificate No. 27. A. Yes. That for 300 shares 
became part of certificate 43. 

1314 Q. Certificate No. 39? A. Yes. That was 174 
shares. It became a part of certificate 43. 

• ***•#•••• 
By Mr. Magee: 

Q. Mr. Jansson, you have a column here marked, 

1315 “Held on January 14, 1942.’’ A. Yes, sir. 
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Q. And you list that which we have already gone 
over, stock certificate 1, for 3 shares; 20 for 91 shares 
stood in the name of Slierman F. Mittell; is that correct, 
sir? A. Yes, sir. 

Q. Then you also list stock certificates Nos. 11, 12, 18, 
which stood in the name of Roy S. Thurman, for 100, 115 
shares, respectively, as outstanding in his name on that 
day; is that correct? A. That is correct. 

Q. Then you next list stock certificate 37 for 90 shares, 
standing in the name of Arthur L. Winn, Jr. A. Yes, sir. 

Q. Then you next list two stock certificates, Nos. 17 and 
26, standing in the name of William Lescaze, for 15 and 
5 shares, respectively. A. Correct. 

Q. That is taken from the stock records you have just 
testified to, sir, is it not? A. Correct. 

Q. With respect to stock certificate 22, that is a stock 
certificate for 667 shares, standing in the name of the Mt. 
Vernon Mortgage Corporation, which you have already 
identified to the Court and shown how the 667 shares 
1316 were derived in ownership; is that correct? A. 
Correct. 

Q. Now you also list three stock certificates being Nos. 
23, 27 and 35, which you have testified from the stock 
records stood in the name of the National Home Library 
Foundation on January 14, 1942, for 15, 300, and 335 
shares; is that correct, sir? A. Yes, sir. 

Q. Now you next list certificates Nos. 24 and 25, having 
been issued and outstanding in the name of John McShain, 
on January 14, 1942, for 30 shares of stock and 174 shares 
of stock. You took that from the records, did you not, sir? 
A. Yes, sir. 

Q. Then you next list certificates Nos. 30, 31 and 32, 
for 1, 3 and 20 shares, respectively, standing in the name 
of Frances Sinclair, on January 14, 1942; is that correct, 
sir? A. Correct. 

Q. You next list stock certificate No. 33, for 1 share, 
standing in the name on January 14, 1942, of Leslie 
Patton; is that correct, sir? A. That is correct. 
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Q. Then you next list 34 and 36 as representing shares 
25 and 10, respectively, as owned by William Mazo on 
January 14, 1942; is that correct, sir? A. Correct. 

1317 Q. Now you make a star—the third column in the 
middle of the page, where the number 933 appears 

beside certificate No. 43. A. Yes. 

Q. And then you have a star which relates to that and 
you state a number of stock certificates. Now I specifically 
ask you if the first stock certificate, being numbered 1, for 
3 shares, did not become stock certificate 41, as shown on 
Plaintiffs’ Exhibit No. 3? A. It did, sir, but this third 
column, January 15, is at the close of business January 
15. If I showed two columns for that date, one A. M. and 
one P. M., I might have been able to show that distinction, 
but on January 14, at the close of business, these 
certificates were stated in the first column at the close of 
business on Januarv 15. Thev were stated in the second 

W V 

column, although you have shown that they were endorsed 
first in the name of the National Home Library Founda¬ 
tion in several cases, then to this certificate 43, but all in 
one day; so that at the close of business on this day they 
are shown here. 

Q. What you are saying is at the close of business on 
January 15, 1942, certificate No. 43 had been issued for 
933 shares to the Mt. Vernon Mortgage Company? A. Yes. 

Q. But I am asking you, so there wouldn’t be any 

1318 question of a conflict between Plaintiffs’ Exhibit 
No. 3 and Defendant Mt. Vernon’s Exhibit No. 30, 

to direct your attention to the list of certificate numbers 
at the bottom of Defendant Mt. Vernon’s Exhibit No. 30. 

I ask you first, did not Sherman F. Mittell’s certificate 
No. 1 become on January 15, 1942, certificate No. 41? 
A. Let me verify this. Yes, it did. 

Q. Did not certificate No. 20, Sherman F. Mittell’s, for 
91 shares, become certificate No. 42? A. It did. 

• •••••*••• 



594 


By Mr. Magee: 

Q. Certificate No. 23, on January 15, 1942, became a 
part of certificate No. 43, without getting any new stock 
certificate number, did it not, sir? A. No, sir. I will 
verify this in a minute. I think it became No. 40 for the 
purpose of this transaction. Yes, it became No. 40 on that 
day and then 43 at the end of the day. 

The Court: Didn’t all of these numbers that you have 
down here in the left-hand corner, 1, 20, 18, 23, 27, 

1319 35 and 25—didn’t they all go into one certificate to 
the Foundation and then the Foundation transferred 

to the Mt. Vernon? 

The Witness: No, Your Honor. They were issued on 
the 15th in like number of shares, certificate for 
certificate, and that same day they were assembled into 
one certificate No. 43, for 933 shares. 

The Court: Yes, but what were they assembled to 
before 43? 

The Witness: Into 39, 40, 41, and 42 for the same number 
of shares as the original certificates; in other words, like 
certificate No. 1 for 3 shares. 

The Court: Were they not all transferred to the 
Foundation? 

The Witness: On that same day, January 15, yes. 

The Court: They were transferred to the Foundation? 
The Witness: Yes. 

The Court: And then transferred, from the close of the 
Foundation, 43, to the Mt. Vernon; isn’t that correct? 
A. That is correct. 

Mr. Magee: Did Your Honor finish? 

The Court: Yes, I have concluded. 

By Mr. Magee: 

Q. So that if I understand you correctly, then, these 
certificates which appear on the bottom were all assembled, 
that is, 1, 20, 18, 23, 27, 35, and 25, on January 15 

1320 to make up certificate No. 43, for 933 shares of 
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stock which were issued in the name of Mt. Vernon 
Mortgage Corporation? A. Yes. 

Q. Mr. Jansson, in January, 1943, certificate No. 43, for 
933 shares of stock of the Longfellow Building Corpora¬ 
tion, was transferred back to the National Home Library 
Foundation, was it not, sir? A. On January 19, 1943, that 
certificate wras reissued and certificate No. 44 for 100 
shares to the National Home Library Foundation; 
certificate No. 45 for 833 shares, to the Mt. Vernon Mort¬ 
gage Corporation. 

Q. And the 833 came out of the 933; is that correct, sir? 
A. Yes, sir. 

Q. Thereafter, this certificate No. 44, for 100 shares of 
stock, became what certificate? A. Became certificate No. 
46 on February 26, 1943, to Mrs. Fannie E. Mittell. 

Q. And that certificate is still outstanding in the name 
of Mrs. Mittell? A. As far as the stock records show, yes. 

The Court: What is the certificate number? 

The Witness: 46. 

By Mr. Magee: 

Q. Mr. Jansson, isn’t it quite a common practice 
1321 -when shares of stock are pledged to assemble all 
the shares that are being pledged, irrespective of 
who owns them, in the name of the person borrowing the 
money for purposes of collateral? 

Mr. Stetson: Objection, Your Honor. 

The Court: The objection is sustained. 

Mr. Magee: I offer to prove that fact, Your Honor, by 
the witness. 

By Mr. Stetson: 

Q. Mr. Jansson, calling your attention to Defendant’s 
Exhibit No. 30, isn’t it a fact, sir, that certificate No .43, 
for 933 shares, was issued in exchange for the following: 
23, 27, 35, 39, 40, 41, and 42, those numbers being 
certificate numbers? A. That is correct. 
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Q. Is it not a fact, sir, that all of those certificates that 
I have just listed stood in the name of the National Home 
Library Foundation? 

Mr. Magee: When? 

The Witness: When? 

By Mr. Stetson: 

Q. As of January 15, 1942. A. I can’t tell you 

1322 what time, but at the close of business they were not. 
At the opening of business they were not. 

Q. Were those shares issued at the opening of business 
that morning? A. They were issued that day prior to the 
issuance of certificate No. 43. 

Q. Mr. Jansson, when the shares were issued, in whose 
name did they stand? I am referring to the same numbers: 
certificates No. 23, 27, 35, 39, 40, 41, and 42? In whose 
name were they issued? A. The National Home Library 
Foundation. 

Q. On what date? A. January 15 is the date on the 
certificate. 

Q. What year? A. 1942. I beg your pardon. You 
asked some earlier numbers with the National Home 
Library Foundation. Did you mention 27? 

Q. Yes, sir. A. Well, that is an earlier issue. That was 
issued May 10, 1940. 

Q. In whose name? A. National Home Library Founda¬ 
tion. 

Q. How about No. 23? A. That was issued the National 
Home Library Foundation April 10, 1940. 

Q. Well, then, your testimony that you gave pre- 

1323 viouslv was in error when you said No. 23 became 
certificate No. 40: is that correct? A. It became 

No. 40 some time during the day and at the close of 
business it was No. 43. 

Q. No. 23 became No. 40? A. On January 15, ’42, some¬ 
time during the day and at the close of business it became 
part of 43. 
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Q. Will you answer my question, Mr. Jansson? Did 
certificate Xo. 23 become certificate Xo. 40? A. Yes, it did. 
Q. When? A. January 15, 1942. 

Q. Are you quite sure of that, Mr. Jansson? A. Let’s 
look at the certificate. May we trace your question again? 
Xo. 23 was the Xational Home Library Foundation on 
April 10,1940. 

Q. And you say it became certificate Xo. 40 on January 
15, 1942. Do you wish to change that testimony, sir? A. 
I do wish to change that testimony. 

Q. So that Xo. 23— 

Mr. Magee: Let him finish his answer. Just a minute. 
You asked him to change it. 

Mr. Stetson: I was trying to help him. 

The Witness: I was finished with my answer. 

The Court: He says he had finished his answer. 

1324 By Mr. Stetson: 

Q. So Xo. 23, which was in the name of the Xational 
Home Library Foundation, became a part of certificate 
Xo. 43 on January 15, 1942: is that your testimony now, 
sir? A. That is correct. 

Q. Xow, certificate Xo. 40, in whose name was that is¬ 
sued? A. It was issued in the name of the Xational Home 
Library Foundation. 

Q. On what date, sir? A. January 15, ’42. 

Q. And that, too, became a part of certificate Xo. 43, 
did it not, sir? A. That is correct. 

Q. Well, now, again referring to Defendant’s Exhibit 
Xo. 30, isn’t this misleading to state that certificate Xo. 
43, for 933 shares, was issued in exchange for the follow¬ 
ing, and then you give a table: is that not misleading, sir? 
A. Are you asking me that question? 

Q. Yes. A. It seems to be misleading to the extent that 
it does not show that during that same dav before the close 
of business those certificates were in the name of the Xa¬ 
tional Home Library Foundation. 
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Q. Mr. Jansson, was it prepared in this form at 
1325 somebody else’s direction? A. No, sir. I was asked 
to prepare this in some form so we could tell where 
the certificates were on January 14, 1942, and where the 
certificates were on January 15, ’42. That was the request 
that came to me. 

«#♦••*#••• 

1330 Thereupon 

George R. Linkins 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Jackson: 

Q. Mr. Linkins, will you please state your full name? 
A. George R. Linkins, L-i-n-k-i-n-s. 

Q. And for the record, sir, where do you live? A. I live 
in Washington. I was born here. I am a fifth generation 
in Washington. 

Q. And your father and your father’s father and 

1331 so on before you were born here? A. That is right. 

Q. What business are you engaged in, sir? A. 
Well, I am a member of the Bar of this Court since Sep¬ 
tember 7, 1894. I am principally engaged though in the 
real estate business. 

Q. How long have you been engaged in the real estate 
business in the District of Columbia? A. Well, more or 
less all of my life, but very actively since 1908 when I 
resigned as secretary and treasurer of the District Wash¬ 
ington Title Company where I had been for 14 years and 
six months. 

Q. Do you recall the date on which you entered the real 
estate business on your own account? A. Well, I went with 
my father, the George W. Linkins firm that he established 
in 1886. My father and two brothers were there at that 
time. My father has since died and also one of my 
brothers. 
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Q. What year did you go with them? A. I went there 
the first of November, 1908, when I left the title company. 

Q. When did you first take employment with the title 
company? A. On the first of May, 1894. 

Q. And in what capacity did you serve the title com¬ 
pany? A. Well, I went in as a clerk. I did the 

1332 court work for a year or two and then I was elected 
assistant-secretary. Judge Gould was secretary at 

that time, not judge though. He was the secretary. When 
he was appointed District Attorney I succeeded him as 
secretary. I think that was about 1898. 

Q. In your work with the title company did you have 
anything to do with settlements? A. Yes, I think I made 
the first settlement that was ever made of a loan through 
a title company for the Washington Loan and Trust Com¬ 
pany. At that time it was not the custom. 

Q. And in the course of your work with the title com¬ 
pany were you aware of values in real estate during that 
period? A. I was. There were many settlements. 

Q. Since 1908 when you joined with your father’s firm— 
by the way what was the name of the firm? A. George W. 
Linkins Company. 

Q. Is that the name of the company as of today? A. 
That is the name of the company still. 

Q. And it has always continued to be George W. Linkins 
Company? A. It has. 

Q. And in your work with the George W. Linkins Com¬ 
pany, will you please tell us the extent to which you have 
bought and sold real estate for vourself and for clients? 
A. Well, we have done a general real estate business all 
over the District of Columbia, and some little busi- 

1333 ness in the outlying adjacent sections of Virginia 
and Maryland, the general business of selling, buy¬ 
ing and selling real estate, and making loans on real estate, 
and making appraisals, and writing insurance, and rent¬ 
ing properties and leasing properties. 

Q. In the course of the work of your company during 
these years, have you acted as rental agent for commercial 
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buildings, apartment buildings, and such! A. Oh, yes, 
many of them through the years, some quite large build¬ 
ings, some office buildings, 9th and F Street is one of them. 

Q. Have you had occasion— A. 9th and New York 
Avenue is another one, and several others. 

Q. Have you had occasion to make appraisals of com¬ 
mercial type buildings! A. I have made many appraisals. 
My name is on the list of Court Appraisers, and I make a 
good many appraisals here for the Court. 

Q. Can you give us the names of some of the office 
buildings, if there have been any, of which you have made 
appraisals? A. Yes, I appraised at one time for the New 
York Insurance Department, Superintendent of Insurance, 
the Southern Building and the Woodward Building. 

I also appraised for private persons the Shore- 
1334 ham Building I have had other appraisals, too, of 
various kinds. 

Q. Have you recently made any appraisals along Con¬ 
necticut Avenue? A. Yes, in the last year I appraised the 
property that belongs to the Williams’ estate, the four 
properties there at Connecticut Avenue and Q Street, for 
some court action in the settlement of the estate. I ap¬ 
praised that for Sam Beach. 

Q. Were those properties occupied by businesses? A. 
Yes, they were occupied by businesses on the first floor. 
The corner building on the northeast corner was also oc¬ 
cupied by the Pierre Restaurant. The building on the 
south side had a linen shop in it. The rest of that building 
to the west of it was operated as a sort of a hotel. 

And on the other side was one that was strictly an apart¬ 
ment building. 

And then the building north of the corner on the north¬ 
east corner on Connecticut Avenue was occupied by stores 
on the first floor and apartments above. 

I also appraised a building here—I guess about eight 
years ago—just north of those. I think it is 1611-13-15- 
and 17. 

Q. On what street? A. Connecticut Avenue. 
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Q. Now, where is your office presently located? A. We 
are just west of Connecticut Avenue on N Street, 

1335 1818 N Street. 

Q. And before it was at that address where was 
your office? A. Well, we owned the building at 1622 H 
Street opposite the Transportation Building. When the 
Second World War started they took it away from us, con¬ 
demned it, and we moved to No. 1 Dupont Circle and were 
there I think a little over three years—between three and 
four years—before we could find a suitable building to 
buy for our office where we would have some parking space. 
We finally bought the building there at 1818 N Street. 

But before that, we had our office in 1733 De Sales Street 
which is just east of Connecticut Avenue and half a block 
from the Longfellow Building. 

Before that we were at 1719 K Street, and then before 
that we were at 1622 H Street—well, we have always been 
in that general neighborhood. Our office has never been 
verv far awav from there. 

Q. Have you ever had occasion to know the facts with 
respect to the site of the Ring Building? A. Well, I as¬ 
sembled that site for General Patrick Hurley and I sold it 
to General Hurley. 

After he bought it, Harry Sinclair, the chairman of the 
Sinclair Oil Company, thought he wanted to build a Sin¬ 
clair Building there on the plan of the Standard Oil Build¬ 
ing down here at the foot of the Capitol. So we got Pat to 
let them have it with the understanding that if they 

1336 didn’t go through with their plans, why he would 
have it back. 

So after General Hurley bought it, he had plans made to 
build an office building there but he came to me and said 
that President Roosevelt wanted him to make several trips 
to the East as a special ambassador, so he went over there 
and that stopped his plans. 

When he came back and Sinclair hadn’t gone forward 
with his plans and had more or less retired from the active 
operation of the Sinclair Oil Company, why Pat said he 
was going to get it back. 
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So he went to New York and they settled it between 
them and he took the title back. Then, as lie wasn’t going 
to use it, he suggested we sell it and 1 did sell it to Colonel 
Gustave Ring and he built the Ring Building. That is just 
across the street from the Longfellow Building, just across 
a little park. 

Q. Have you had any occasion to be familiar with the 
value of the Shoreham Building? A. Yes, I appraised the 
Shoreham Building just about the time it was being com¬ 
pleted when it got involved in the Swartzell, Rheem, Hensev 
Company financial difficulties and in the Wardman trouble. 

Q. Have you had occasion to be familiar with the financ¬ 
ing and value generally of the Hurley-Wright Building? 
A. Yes. When General Hurley and Gib Wright built that 
building, I assembled the site and handled a good 

1337 deal of the transaction. 

Q. Is there also a building at 9th and M Streets, 
Northwest, in which you had something to do? A. 19th 
and M Street—our office sold part of that property where 
the Gulf Oil Station was to Colonel Ring and he built a 
five-story building there, partly a garage building and 
part of it is now used for an automobile insurance com¬ 
pany, as I remember it. That is just a block away from 
the Ring Building. 

Q. Are you familiar with the site of the Longfellow 
Building? A. Well, I have known it all my life. 

Q. Will you state for the record where it is. A. It is at 
the northeast corner of Rhode Island Avenue and Con¬ 
necticut Avenue. 

Q. Mr. Linkins, were you engaged in the real estate 
business in 1941 in Washington, D. C.? A. I was. 

Q. And were you engaged in the real estate business in 
1942? A. I was. 

Q. And were you engaged in the real estate business in 
January, 1943? A. Yes. 

Q. Now, do you have a present recollection of the 

1338 general state of the real estate market at the end of 
1942? A. Well, the market—we couldn’t call it 

good. It was dragging. 
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After that when we got into the war, why it picked up 
and we had somewhat of a boom here and general inflation 
with it. 

Q. Do you remember 'when the Longfellow Building was 
being constructed? A. I did, and I thought it was a funny 
looking thing when they were putting it up. 

Q. Do you remember having seen it when it was going 
up? A. Oh, yes. 

Q. And have you been in the building? A. I have on a 
number of occasions. This morning I went from top to 
bottom on every floor. 

Q. Have you ever had occasion to make appraisals of 
real estate as of a date antecedent to the date on which the 
appraisal was made ? A. Oh, I have made many appraisals 
of that type, frequently for tax purposes. I have appraised 
properties as far back as 1913 when the income tax law 
first went into effect. 

Q. And have you ever had occasion to testify in court 
about the value of real estate? A. Many times. 

Q. Have you been asked to and have you reached a con¬ 
clusion as to the value of the land and building 
1339 knowm as the Longfellow Building, as of December 
31, 1942? A. I think it was worth about $1,600,000. 

Q. Now, will you tell us what kind of a building the 
Longfellow Building is? A. It is a pretty poor building. 

Q. What makes you say that, sir? A. Well, it is just 
ordinary what I term, what we usually term, warehouse 
construction. It isn’t an office building at all. 

Q. Why do you say that? A. Well, it has no finished 
floors and the walls are not even finished. It is just a loft 
building, a warehouse building. I don’t know why that 
type of a building should have been built there. It seems 
to me thev ought to build a nice office building like the 
Ring Building and some of the other buildings that have 
been put up in the neighborhood. It is a very cheap build¬ 
ing. 

Q. Have there been any occasions when you have been 
consulted or have consulted people with respect to the use 
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of the area in that part of Connecticut Avenue for depart¬ 
ment stores? A. Yes, we tried to get some department 
stores and we tried Philadelphia department stores and 
New York department stores, and Marshall Field in 

1340 Chicago, and I think somebody in Detroit. 

AYe had some people that were ready to build a 
building and begin the building on the property of the old 
British Embassy site there at Connecticut Avenue and 
N Street, and running through to 19th Street. They were 
willing to build a building if we could find a store, a de¬ 
partment store, that would take a sizeable part of the 
buildin <r there. 

One of the firms in New York—I don’t like to say just 
which one it was because I don’t remember—it has been 
15 or 18 years ago—15 years ago, I guess—they even came 
down here with an architect and some other people and 
stayed at the Mayflower several days and figured on plans 
there. They went home and said no, they wouldn’t come to 
Washington downtown. If they did come, why they would 
want to go into some of the suburban areas. 

AVe tried the local stores also for stores along Connec¬ 
ticut Avenue. They never felt that it was suitable for 
anything more than small shops. 

The only store really of any size was when Dulin & 
Martin—Horace Dulin moved from F Street—no, G. Street 
—well, G Street and F Street—they had frontages on both 
streets. They moved up there when Harry AVardman 
built the La Salle Building. They took the first three 
floors there, part of them, in the corner part, and he moved 
his store up there. He asked me what I thought 

1341 about it and I told him it was a mistake and I didn’t 
think it would work there. I didn’t think it was 

any department store section. He went ahead with his 
deal though and the thing closed up. 

Nobody has been able to get anyone to go up there with 
a large store. 

Q. Mr. Linkins, in reaching your conclusion as to the 
value of this building and land on December 31, 1942, 
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$1,600,000, can you tell us on what general basis you reached 
that conclusion? A. Well, that was very close to the deal 
on which it was constructed and there hadn’t been much 
increase in the cost of construction in that short time, and 
what little depreciation you might ordinarily charge off. 
If the building had any age of say 10 years or more, then 
you would really begin to think about depreciation and 
make some deductions from it, and if it got very old you 
would also take off something, and if it got up to 20 or 25 
years you would take off something as well for obso¬ 
lescence. 

But in this case it was so near to the time the building 
was built that I felt the fair value of it at that time was 
just about what it cost. 

Q. Now, in the course of your life work in the real 
estate business, have you come to know’ whether the United 
States Government is regarded as a good tenant or other¬ 
wise? A. We always found the United States Gov- 
1342 ernment a very poor tenant and didn’t w’ant to 
recommend anybody to have anything to do with it. 
I tried to finance one large office building here and went to 
New York to several firms there where w r e had been able 
to get some financing and wiien they found out that the 
government had about half of this building, they wouldn’t 
touch it. I couldn’t finance it and the loan w*as renewed 
locally wiiere it was. 

Q. Can you explain the reasons for that? A. Well, the 
government doesn’t take good care of it. Of course, your 
rent is sure but they don’t take good care of vour building. 
When thev go out, wirv w’e have had several of them, the 
building there at the northwest corner of Connecticut 
Avenue and L Street—it is nothing like this building— 
but it belonged to former Judge Hitz’s family and Mr. 
Justice Burton’s family, and we managed it there for them 
for years. We had the government up in the top floors 
there and w’hen they went out, w’hy it looked as if the 
w’rath of God had struck it. They tore it all to pieces. 
That is w’hat they always do with the buildings. 
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Q. Did you see any evidence of that kind of treatment 
in the Longfellow Building when you went through it this 
morning? A. Yes. If they ever go out of that building, 
somebody has got to spend a pretty penny in putting it in 
shape to use it for anything. 

1343 We don’t consider the government a good tenant 
and neither do lenders. 

Q. And neither what? A. And neither do lenders. 

In addition to that, and I don’t know whether it was in 
this case or not—did they have a re-capture clause or a 
cancellation clause in the lease? 

Mr. Stetson: I object. 

By Mr. Jackson: 

Q. If you learned, Mr. Linkins, that the lease on this 
building as of January 15, 1943, had a 30-day cancellation 
clause in it, would that have affected your view as to the 
value of the property? A. Well, I should say very much. 

Q. And why? A. Well, because when the government 
goes out, they just leave the building in terrible shape and 
you have to go in and spend almost all the money you have 
gotten out of rent to fix it up again so that anybody would 
go in. That has been our experience in a number of cases. 
We never recommend people to rent to the government, 
if there is anybody else to rent to. 

Then another thing: If the government goes out of a 
building as big as this, you will never find a building like 
that—never find anyone to take a whole building. The 
owners of that building, if the Government had gone 

1344 out, or if it goes out now, will have to go in there 
and spend a good many hundred thousand dollars 

putting that building in shape again to rent. 

Another thing about renting again is this: An office 
building, if you are going to rent it for an office building— 
and there would never be any other use for that building 
than an office building, and never has been any other use 
really—if the government goes out of there and you fix it 
up and spend all the money to fix it up, it is going to take 
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you a year and a half at least to season that. Now, by 
“seasoning” it, I mean getting it 90 per cent rented. 

If a building does not rent 90 per cent, why it is not a 
good investment at all. It would take you at least a year 
and a half to get the tenants to come into it, that is good 
tenants to come into it and take the leases on it. One reason 
is that usually good tenants are in other office buildings 
and have leases and they can’t come out the moment that 
you offer them the space. 

Q. Mr. Linkins, will you take your mind back, if you 
please, sir, to the end of 1942: Do you recall that at that 
time there was a condition in Washington of a shortage of 
office space? A. Well, I wouldn’t say on that particular 
date the shortage had been made evident. It became evi¬ 
dent a little after that, yes, within a year after that 
1345 when the war proceeded, you know. 

Q. Do you have a recollection, and if so state what 
the recollection was, concerning the general concensus or 
state of mind with respect to the removal of government 
agencies from Washington about that area! 

Mr. Stetson: I object, Your Honor, I think the witness 
can tell what his own recollection was but not what the 
general concensus was. 

Mr. Jackson: I asked him if he knew. 

The Court: I will overrule the objection. You may 
answer. 

The Witness: Yes, there was some talk—the Securities 
and Exchange went to Philadelphia. The Patent Office 
went to Kiehmond. One office—I think the Social Secur¬ 
ity—went to Baltimore. And there was one that went to 
Chicago—I forget which one it was. 

There was a shortage of space as regarding the war, yes, 
after 1943, along in there. 

Q. Are you able to say in the real estate market what 
the state of mind was with respect to whether such condi¬ 
tion—the condition which you indicated primarily came 
a little later as to the shortage of office space—was a per¬ 
manent or a temporary condition? A. Oh, we all realized 
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it was a temporary condition and when the war ended it 
would soon be over. 

Q. Mr. Linkins, in making appraisals there are a 

1346 number of ways of going about it; are there not? 
A. Yes. Of course, you can use—well, I take sev¬ 
eral elements into consideration. I take as much as any¬ 
thing else my own long acquaintance with Washington real 
estate and sales and loans and general values. I use that. 

If it is a piece of property that is well rented—and this 
piece of property in my opinion was not well rented and 
isn’t well rented now but it is a dangerous rental condi¬ 
tion—but a piece of property that is well rented, I will use 
the net income as part of the equation. 

Q. Did you use such an approach here? A. I did not 
think it was a good tenancy. I wouldn’t use it. 

Then, as I explained, the building certainly did not in¬ 
crease in value in that year and a half between the time 
it was completed and you are asking me to appraise it. It 
had not changed in value. It was practically the same 
building. That is not long enough to get any real depre¬ 
ciation on it and I think if there had been any real depre¬ 
ciation, why it would have been taken up by a possible 
increase in the value of the site after it was assembled. 

I figured it was worth just about what it cost at that 
time. 

Q. In the course of your real estate transactions 

1347 in the District of Columbia, have you had occasion 
to attempt to sell or to buy for clients interests in 

the real estate less than the whole, represented by shares 
of stock in a corporation owning a single real estate asset? 
A. Yes, I have sold stock in several real estate corpora¬ 
tions, but I imagine that they were a very different set up. 
The only stock I ever sold is the first stock, just stock, 
where it represented a whole ownership of the building. 

I wouldn’t waste my time trying to sell any stock inter¬ 
est in a building that was mortgaged. It would just be 
a waste of time. I wouldn’t waste my time that way. 

• •••**•••• 
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1352 By Mr. Jackson: 

Q. Mr. Linkins, as I understood you to say a few mom¬ 
ents ago, I think you used the words, “I wouldn’t fool 
with a building that was mortgaged.” Now, can you ex¬ 
plain your answer to that a little further? A. Well, I 
didn’t mean it that way. Of course, in the stocks that I 
have sold in a real estate corporation, the buildings have 
been mortgaged but there was no more than a rea- 

1353 sonable mortgage on it then, loaned in an amount 
and in proportion to an appraisal value, and there 

was a substantial equity. 

In this building, as I view it, there was no substantial 
equity. 

• ••**••••* 

By Mr. Jackson: 

Q. Have you completed your answer to that question, 
sir? A. I don’t think I have answered'the hypothetical 
question. 

Q. No, sir, I am talking about the second question. A. 
Oh, yes, I think I have. I did not intend to say that I 
wouldn’t fool with selling stock in a building that had a 
mortgage on it, I meant a proper mortgage, a reasonable 
mortgage. This building was what we wmuld call loaded 
with mortgages. 

Q. Mr. Linkins, you also recall that the Court’s recol¬ 
lection of vour testimonv was that you wouldn’t fool with 
* *> •/ 

stock in a corporation, which represented only a share of 
the stock or a proportion of the interest in the building. 
Bo you have any further explanation for that state- 

1354 ment? A. Yes, I would never recommend to any 
party to buy any such stock as this in a building 

that was loaded up with mortgages, that wasn’t any better 
represented than this was— 

Q. That is not quite responsive to my particular ques¬ 
tion. Let me make this clear. 

The Court’s recollection—and I think mine—is that you 
said in the course of a previous answer that you would not 
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fool with a sale of stock which represented eight hundred 
and thirty three two-thousandths of the total, and the im¬ 
plication given by Mr. Stetson and perhaps by the Court 
at the time was that under those circumstances that that 
factor alone would indicate to you that you would not deal 
with the stock. 

Now, is that what you intend to imply? A. Yes, I 
wouldn’t deal with any such stock as that or wouldn’t 
recommend anybody to buy it. 

1355 By Mr. Jackson: 

Q. Mr. Linkins, is it true or untrue that if a transaction 
were otherwise financially sound, would the sole fact that 
a sale of stock that involved less than all of the stock move 
you to recommend that no one invest in the purchase of 
that stock? 


The Witness: Oh, no, no. 

By Mr. Jackson: 

Q. What do you mean by “no”? A. I mean that all the 
circumstances, the building, the financing of the building, 
and the setup of the corporation in which the stock was to 
be sold, and also the ability of that corporation to 
1356 carry on its obligations so far as the original prop¬ 
erty was concerned—I take all of those things into 
consideration and if that was sound all around -why, of 
course I could recommend then to somebody to buy it. But 
I have reference to a building set up as the Longfellow 
Building was with this kind of financing. I wouldn’t rec¬ 
ommend anybody to go into it. 

• • *•#*•••• 

1361 By Mr. Jackson: 

Q. With respect to the date, January 15, 1943, assume 
that the total encumbrances on the single asset of the cor- 
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poration known as the Longfellow Building Corporation, 
which was the Longfellow Building, totaled $1,463,000; 

Assume that the second trust balance included in that 
total was $90,000 and that that second trust was due Feb¬ 
ruary 1, 1946; 

Assume that the first trust balance was $1,373,000; 

Assume that the property was subject to a lease to the 
United States Government as a tenant; 

Assume that the lease was subject to a 30-day cancella¬ 
tion clause; 

Assume that the lease also contained a provision that 
the net cash out of the rental to be derived by the corpora¬ 
tion was limited for the length of the loan of the first trust 
loan, which matured in 1955, to $12,500, which was to cover 
all salaries, operating expenses other than maintenance of 
the building, and dividends if there were any; 

Assume that the first trust encumbrance could be re¬ 
financed, that is, could be paid off upon the payment 
1362 of a penalty of one-quarter of one per cent for each 
unexpired year of the length of the loan; 

Assume that the second trust could be paid off in full 
at any time, subject to the usual pre-payment clause, but 
to fall due on February 1, 1946; 

Assume that the second trust on the property was held 
by the owner of 667 shares of the 2,000 shares of stock in 
the corporation; and, 

Assume from your own knowledge of economic condi¬ 
tions and the real estate market as they obtained on Janu¬ 
ary 15, 1943, and the knowledge or lack of knowledge, as 
the case may be, of the future, if in the course of your 
business you were requested to find a purchaser for 833 
shares of stock of that corporation, which does not include 
the 667 held by the owner of the second trust, would you 
expect in the real estate market to find a purchaser for 
that stock and, if so, at what price per share? 

*•••«#•••• 


I 







612 


The Witness: Well, I couldn’t recommend to anybody 
to buy that stock. 

By Mr. Jackson: 

Q. Why not ? A. Well, the equities there and the risks 
in it would he too great for me to recommend to any- 

1363 body to buy any such stock as that. If they came 
to me I would tell them frankly that the only per¬ 
son to sell it to was somebody that was already interested. 
I would not put an outsider in that. 

Q. Now, Mr. Linkins, when were you employed to reach 
your conclusion with respect to the value of the Longfellow 
Building? A. I was asked yesterday to have a conference 
with vou and some of the others about it and I went over 
the situation, I knew something about it but not exactly— 
of course, I had known the building and the site and the 
neighborhood all my life, particularly in the last few years 
since the building has been built. 

Then this morning I—I had been in the building a num¬ 
ber of times on business since it was built and knew gen¬ 
erally what it was, but to be careful about it I went from 
top to bottom this morning and examined it very carefully, 
the utilities in the building, the air-conditioning, the heat¬ 
ing plant, and the electrical equipment there. 

Q. Do you consider that ,you have had sufficient time to 
formulate an intelligent opinion? A. Oh, absolutely. 

• *••**•••• 

By Mr. Magee: 

1364 Mr. Magee: Yes, but I am trying to inquire of 
the witness whether there were any other reasons 

which entered into his conclusion that he could not recom¬ 
mend this stock, Your Honor. 

The Court: Well, then ask him that. What were your 
other reasons, if you have any other reasons, than those 
you have already stated. 

Mr. Magee: Thank you, Your Honor. 


The Witness: Well, I think the principal reason 
1365 is my own reputation here in Washington as a real 
estate broker. I wouldn’t want to recommend any¬ 
body to go into a situation of that kind where to my mind 
it was just a pure gamble. It wasn’t even a speculation. 

By Mr. Magee: 

Q. Would you have the same opinion if 100 shares of 
stock of the Longfellow Building Corporation were in¬ 
volved in a sale in February of 1943, Mr. Linkins, as to 
recommending to a purchaser that stock? A. I would have 
the same opinion about any quantity of that stock or all 
of it. I think it was a very precarious situation to be in. 

When you get a building that is worth $1,600,000, your 
market for the building, or for any interest in the build¬ 
ing, is very very narrow, particularly in a place like 
Washington. You have a very narrow market. There are 
only a few investors in Washington, maybe a half-dozen, 
that you could even go and talk to about anything like that, 
people with sufficient money to take chances on a big 
gamble of that kind. 

1367 Q. Now, Mr. Linkins, in connection with the loca¬ 
tion of the Longfellow Building, which is at about 

Connecticut Avenue and M Street, how did that location in 
1942 compare for office building purposes with other sec¬ 
tions of the city of Washington? A. Well, at that time, 12 
years ago, I would say that the section just immediately 
around 15th and H Streets was probably considered the 
best office section. This building was a little far uptown 
at the time and if it had been rented as ordinary offices, I 
think it would have been very difficult to have filled it. Of 
course, you could not rent it for offices the way it was 
built because it had no partitions in it. It was a loft 
building and the partitions that are in there now 

1368 are simply temporary partitions, movable. 
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Q. Now, as I understood it, you were in business 
in the city of Washington from 1929 until 1940; is that 
correct, sir ? A. 1929—no, I went in the real estate busi¬ 
ness with my father and brothers in 1908. 

Q. Have you been continuously in the real estate busi¬ 
ness up to the present time? A. I have. 

Q. In the city of Washington? A. Yes. 

Q. So that you are familiar with the economic situation 
concerning office buildings and office building finances as 
they existed in the period from 1930 until 1942; are you 
not, sir? A. I am. 

Q. Now, would you please tell this Court what was the 
history of the success of office buildings prior to 1942, 
if they were successful, in the city of Washington? A. 
Well, those that were well located were very well rented. 

Q. You mentioned that you were called in to make an 
appraisal in connection with the Swartzell, Rheem, Hensey 
situation. What was that situation? 

The Court: Will you first give us the year of the 
Swartzell, Rheem, Hensey situation? 

1369 The Witness: Well, I would think that was about 
1934 or 1935. 

By Mr. Magee: 

Q. What was the Swartzell, Rheem, and Hensey situ¬ 
ation as it existed at that time? A. They had been selling 
principally Wardman’s notes generally in Washington and 
somewhat over the United States. Thev had been adver- 
tising in the magazines, the national magazines, and had 
been selling the notes pretty generally. 

Q. And where were those notes secured, on what type 
of properties? A. Well, they were secured principally on 
apartment buildings. Some of them, of course, were on 
separate houses, but those were not the ones that got into 
trouble. 

Finally, it broke Harry Wardman and it also broke the 
Swartzell, Rheem and Hensey Company. They made the 
loans, building loans, and I appraised the Shoreham 
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Building at that time, which was not quite completed, and 
that was one of the deals. 

The Court: Well, there was a lot of fraud practiced in 
connection with the Swartzell, Rheem, and Hensey matter 
toward the end, was there not, releasing mortgages? 

The Witness: Toward the end there was, Your Honor, 
and they sold notes even on property that had not been 
built. They had not stuck a spade in the ground. 

1370 By Mr. Magee: 

Q. But involved in this situation was the Shore- 
ham Building; is that correct, sir? A. Yes. 

Q. And that was located, as you have said— A. That 
was the Shoreham Hotel, too. 

Q. —the best section of the city of Washington? A. Yes, 
that was the northwest corner of 15th and H. 

Q. Isn’t it a fact that the Shoreham Hotel had to be 
foreclosed? A. The Shoreham Hotel? 

Q. Yes. A. Now, I am not entirely clear about that. 
Harry Bralove took it over to complete it. 

I wouldn’t want to say definitely whether it was fore¬ 
closed or not, but I don’t think it was. I think he took it 
over there and completed it. That is my recollection of 
the deal. I had nothing to do with it although I did repre¬ 
sent several people that had mechanics’ liens on it. 

Q. Now, Mr. Linkins, you mentioned the fact that the 
Longfellow Building was a funny looking building. What 
did vou mean when vou used that statement? A. Well, 
it is an unusual type of architecture. We wondered at it 
when it started up what it was going to be. 

Q. And do you think that added or detracted to its 

1371 value in the Washington market? A. Well, it cer¬ 
tainly did not add to it. Nobody else has built a 

building that looks like that yet in Washington. 

Q. As I understand your testimony, you valued the 
Longfellow Building on December 31, 1942, at $1,600,000. 
A. That is right. 
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Q. And you made an inspection of the building and that 
entered into this evaluation; is that correct, sir? A. Yes. 
I saw what type of a building it was. Of course, I had 
been in it before on a number of occasions on business. 

Q. Did you include in the valuation that you made which 
you have given to the Court here, Mr. Linkins, all of the 
elevators that were in that building, all five as a part of 
your valuation of the building? A. Well, I didn’t know 
that the elevators were any different than what they are 
there now. 

Q. So you have valued it with the elevators as they are 
now? A. Yes, I assumed that the elevators that were in 
there were the ones. 

Q. Now, if in January of 1943, there were four elevators 
instead of five elevators in the building, would that change 
your opinion as to value? A. Well, only to what I 
1372 would estimate the cost of the elevator to be. It 
might be—let’s see—you have got 12 stories there 
to go up—only two of the elevators go to the basement. 
Now, I asked about that this morning. Those two eleva¬ 
tors would have 13 stories to rise. 

An elevator there would cost about $15,000 a story. We 
put in elevators a number of— 

Mr. Stetson: How much? 

The Witness: About $15,000 a story. 

By Mr. Magee: 

Q. Mr. Linkins, with respect to the partitions— A. I 
think $15,000 at that time would probably be a little high. 
I do not think it would run over $10,000 a story for the 
elevator. 

Q. Now, with respect to the partitions, would you con¬ 
sider those to be a part of the building and include them 
in your valuation? A. No, they are not worth anything 
anyhow, very little. They are utilitarian for the present 
use, but it certainly doesn’t make it a standard office 
"building. 
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Q. Do I understand in your answer in that regard do 
you relate that to the fact that the government could cancel 
and might move out of the building? 

* • • • « • * • * * 

1373 The Witness: Well, yes, of course. If the gov¬ 
ernment moved out and took those partitions out 

of there, it would leave the building in a very bad condi¬ 
tion. Now, when I went through there this morning they 
w r ere changing some of the partitions, and w’here the par¬ 
titions came out it left bad spaces in the linoleum or asphalt 
tile floors. If thev were ever taken out of there, there 
would have to be a lot of money spent on it even to put it 
back in the position of a loft building. 

By Mr. Magee: 

Q. Now, do I understand your testimony to be that the 
amount of increase in value w’as offset by the amount in 
depreciation in the building as of the time that you valued 
it December 31, 1942? A. Yes, I would think so. There 
w*ould be very little difference or change either one way or 
the other in that little time. 

Q. And did I understand you to further testify, Mr. 
Linkins, that the office shortage in the city of Washington, 
w T hich developed during the war years, ended with 

1374 the end of the war years? A. Well, no, not entirely 
with the end of the war years because in the mean¬ 
time the government had gone more socialistic and more 
and more bureaus were being organized and set up, and 
more space was being used here in Washington. 

Q. Did there ever come a time when the so-called short¬ 
age ended, as you have described? A. Yes, the shortage 
ended here about two years ago w’hen the government be¬ 
gan to give up a lot of buildings. We had several ware¬ 
house buildings leased to the government and they gave 
them up. We had a good deal of difficulty in getting them 
rented again. And there were vacancies in some of the 
office buildings, too, but that shortage has been taken care 
of now’ by new buildings. 


1375 By Mr. Magee: 

Q. Mr. Linkins, you mentioned tlie LaSalle Building. 
Will you please tell the Court how far away from the Long¬ 
fellow Building the LaSalle Building is? A. It is just a 
block and a part of a block. The LaSalle Building comes 
up to L Street and Connecticut, and this building is at M 
Street and Connecticut, one block. 

Q. As I understood it, Dulin & Martin opened a depart¬ 
ment store on several of the floors of the LaSalle Building; 
is that correct? A. Three floors. 

Q. Three floors? A. Yes. 

Q. And you said it closed. What did you mean by that? 
A. I mean they didn’t succeed and they gave up the lease 
and went back to a location on G Street. 

1376 Q. You also testified that you made a number of 
efforts to try to locate a department store in this 

Longfellow Building general area and were unsuccessful. 
A. That is right, particularly on the site there at N Street. 

Q. How far away from the Longfellow Building is that, 
sir? A. One block. 

By Mr. Magee: 

Q. Mr. Linkins, you told us that in the event the 

1377 United States Government moved out of the Long¬ 
fellow Building, that it would take a year to a year 

and a half to re-rent that building up to a 90 percent level; 
is that correct, sir? A. Yes. I said that there would have 
to be a good deal of money spent on the building in turn¬ 
ing it into an office building, a standard office building, and 
then after that was done, it would certainly take you a 
year and a half to get it 90 percent rented in season. 

Q. And, of course, during that period there would be a 
time when there would be no income coming in from the 
building; is that correct, sir? A. That is correct. It would 
be a year and a half to two years to do that job. 
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Q. And one of the reasons which you gave, as I under¬ 
stood your testimony, was because the good tenants, as they 
are classified in the trade, already had space in other build¬ 
ings and were operating under leases; is that correct, sir! 
A. That is right. It takes time to season a building, as w T e 
call it, from the rental standpoint. If you do it in a year 
and a half, why, you have been very lucky. The McShain 
Building at Connecticut and K, the new building there, that 
is not all occupied yet and there is a good deal of space 
in Mr. Cafritz’ building on the other side there at 17th 
Street. 

• ********* 

1378 Q. Can you give us an opinion as to whether in 
the event the United States shall exercise its option 
and leave the Longfellow Building what the possibilities 
will be to get a single tenant to take this loft type building, 

as you have described? A. It would be very small. 

• ••***•*•• 

Cross Examination 
By Mr. Stetson: 

• • *•##***• 

1381 Q. What was the value of the land in 1943? A. 
In 1943 I w r ould have said that the land was worth 

probably $22.50, $23.00 maybe, something like that, as a 
site. 

Q. $23.00 a square foot? A. About $22.50, I should 
think. 

Q. $23.50? A. $22.50. 

Q. $22.50 a square foot? A. I wrould have appraised it 
at about that, as a site, but not as individual prop¬ 
erties. 

1382 Q. That is taking into consideration the factor of 
assembly? A. That is right. 

Q. Do you know r what the total value of the land would 
be then, sir? 

#•#**•**•• 
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The Witness: Yes, I put the land there in my figures at 
$400,000, and the building at a million two, which 
1383 made $1,600,000. 

1385 Q. Do you happen to know, Mr. Linkins, what the 
rise in the cost index was between 1941 and 1943? 

A. No, I didn’t figure that in this case. I didn’t have time 
in the first place. It wasn’t necessary. I had the cost 
of the building. 

Q. Where did you get that, sir? A. That was given to 
me from the testimony. 

Q. From the testimony? A. Yes. 

Q. Whose testimony? A. Well, I don’t know 

1386 whose testimony it was, but I used the cost of the 
building as given to me there from the testimony. 

The testimonv was there and I asked what it cost and that 
was what was given me. I assumed it was right. That 
was given as 15596175—no—$1,211,440, for the building. 

Q. Now were you advised of any other parts of the 
testimony in this suit? A. No, just as to those few figures, 
which I asked, which I had to have to form an opinion. 

Q. Were you given the cost of the land from the testi¬ 
mony? A. Yes, I was given that, 384,735. As I say, I put 
the land it at $400,000 and the building at a million two. 
That is as near as I could come to it; I think anybody 
could. 

Q. Were you told whether or not that price for the land 
that you were given included the value of assembling? 
A. Yes, I understood it did. 

1387 Q. Do you know Mr. Highfield? A. I know Mr. 
Highfield, yes. 

Q. How long have you known Mr. Highfield? A. Oh, I 
have known Mr. Highfield for quite a long while. 

Q. Would you state how long, sir? A. Let me see. I 
would think at least 25 years, maybe a little bit longer. I 
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haven’t been associated with him in any business or any¬ 
thing. 

Q. A close personal friend? A. Just a personal friend. 
I became acquainted with Bob first when I was executive 
vice-president and running the Security Bank here and 
Bob was an employee there. 

Q. He was an employee there? A. Yes, and I have 
known him ever since then. I guess that has been about 
19—wait a minute—probably a little further back—about 
1915, I guess. I left the bank in 1920. I was there ten 
years. I was one of the organizers of the bank. 

The Court: Which bank did you say that was? 

The Witness: Security Bank, at 9th and G. 

By Mr. Stetson: 

Q. WTiat was your position in the bank? A. I was ex¬ 
ecutive vice-president. I ran the bank there during the 
First War. 

Q. Did you have any other employment at that 
1388 time? A. Well, I was in the real estate business but 
the bank was small. We just organized it and I gave 
part of a day. Then when we had grown by 1920, we had 
grown and it was taking too much of my time, so I left the 
bank and went back into the real estate business. 

Q. Do you know Mr. Sothoron? A. Yes, I have known 
Mr. Sothoron for a long time. I never had any business 
connections with him. 

Q. How long have you known him, sir? A. Well, I sup¬ 
pose 30 years at least, maybe a little longer. 

Q. Where did you first meet Mr. Sothoron, under what 
conditions? A. I don’t remember. He is a lawyer and I 
was a lawyer and I suppose we met somewhere. 

Q. Was he a lawyer when you were practicing law, sir? 
A. What? 

Q. I withdraw the question. A. I have never been in 
very active practice. I have got a good deal of probate 
practice and some real estate, but I have never engaged in 
general practice. 








Q. Are you a friend of Mr. Sotlioron? A. A friend? 

Q. Yes. A. Well, I don’t see him sometimes a 

1389 whole year. I am not unfriendly to him. I think 
he is a very nice fellow. 

Q. Do you know Dr. Koss? A. Absolutely. 

Q. How did you come to know him, sir? A. Well, I 
guess I knew him first when he ran a drug store, but two 
or three years would go by and I wouldn’t see him. When 
I saw him last night, I didn’t see him, I guess, in five 
years. 

Q. You saw him five years ago? A. I don’t know 
whether I did or not; I wouldn’t want to say. I think it 
has been at least five years since I saw him. That was only 
just a bare speaking acquaintance. I never had any busi¬ 
ness or social connections with Dr. Koss. 

Q. Have you ever had any business dealings with the 
Mt. Vernon Mortgage Company? A. Xo, I can’t say I 
have. I don’t think so. I owed them some monev at one 
time, which I paid off. That was the end of that. 

Q. When was that? A. Oh, 20 years ago, I guess, 15, 
18 years ago. 

Q. How much money did you owe them, sir? A. I don’t 
remember now. It wasn’t a lot. If you hadn’t asked me 
the question, I wouldn’t even have remembered it. 

Q. Have you ever had any business with the sub- 

1390 sidiaries of the Mt. Vernon Mortgage Company? 
A. I don’t know who they are. 

Q. Teek Construction Company. A. What? 

Q. The Teck Construction Company. A. Xo, never 
heard of them. I have never had any business with them 
at all except that one thing you reminded me of. 

Q. Did you observe the washing facilities in the Long¬ 
fellow Building? A. The what? 

Q. The lavatories, the wash rooms. A. Yes, I looked 
in several of them. I didn’t go in every one of them. 

Q. Is there anything significant about the placement of 
those wash rooms? A. I don’t know what you mean by 
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that. There are wash rooms there. I went in, I think, two 
or three of them, looked in the door but that is all. 

Q. Would you say the facilities in that regard are very 
adequate for an office building? A. Well, of course, you 
would have to know how many clerks were in there to tell. 
I don’t know that. I would assume that thev must be or 
else certainly other facilities would have been provided. 

Q. Were there ladies’ rooms and men’s rooms on 

1391 the same floor? A. I think so, yes. I didn’t go in 
any of the ladies rooms, but I saw some signs there. 

Q. So you observed them? A. How? 

Q. You observed them? A. I observed them. Whether 
they were on every floor or not I wouldn’t be able to tell 
you. 

Q. But they were on some floors? A. Yes. 

Q. How many elevators are in the Longfellow Building? 
A. I think there are five of them. 

Q. How many freight elevators? A. I went down to the 
basement in one elevator. That had padding in it which 
looked as if they must use it for freight, and I asked the 
operator and she said there was another freight elevator 
that went to the basement. So I assumed there were two of 
them. 

Q. Two freight elevators? A. I don’t know whether they 
call them freight or not, but they went to the basement and 
she called the other one a freight elevator, and this one 
looked to me as a freight elevator, because they had the 
padding up in the side; at least, they were using 

1392 them to carry freight in it. I don’t know whether 
they used it all the time for that or sometimes for 

passengers. They could take the padding down. 

Q. That type of elevator wouldn’t have any effect on 
your valuation? A. Oh, they were good, standard Otis 
elevators, they looked like. 

Q. But the fact that they had two freight elevators and 
three passenger elevators, rather than four of one and one 
of another, wouldn’t make any difference in your valua¬ 
tion? A. No. That elevator that I went in, where they 




had the padding, could undoubtedly be used as a passenger 
elevator, if they needed it. 

Q. Would the fact that there were only four elevators 
in the building affect your valuation? A. That would de¬ 
pend on the number of clerks in the building who use the 
facilities. 

Q. Assuming the building to be 100 percent occupied? 
A. Well, I had no way of estimating the exact number of 
people in there. I couldn’t tell. 

Q. Do you know what the area of square feet rentable 
space would be in that building? A. Yes, I think I got 
it somewhere. 

Q. As of 1943, sir? A. Yes. The rentable area is about 
155,000 square feet. 

1393 Q. Where did you get that figure from, Mr. Lin- 
kins? A. I got it from some of the figures out of 
the testimony, I didn’t figure it myself; I didn’t have time, 
but it would seem to me that that would be very close to 
right. 

Q. What is the construction of the Longfellow Building? 
A. It is a concrete building with concrete columns. The 
floors are concrete reinforced. It is not a steel building. 

Q. You valued it as a concrete building and not a struc¬ 
tural steel building? A. Yes, I valued it that way. The 
difference wouldn’t be much more generally in a steel 
building than a concrete building. The figures as I re¬ 
member them that I have used on other occasions—there 
wasn’t a difference of more than about 6 or 8 percent 
between the two of them. Steel costs a little bit more 
than concrete construction. 

Q. You examined all the floors in the Longfellow Build¬ 
ing? A. I was on every floor. 

Q. How many floors? A. On every floor. I went to the 
top floor in the elevator and walked down and walked over 
every floor. 

Q. How many floors are there, Mr. Linkins? A. Twelve 
floors. The top two floors are set back as required by 
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the building regulations. They don’t cover the 

1394 whole area. 

Q. When you walked down from the top floor, did 
you go into the floor area of every floor, sir? A. I did. I 
walked pretty well through all the way down, sort of got 
a good view of what it was. There was very little differ¬ 
ence between them; in fact, there was no difference be¬ 
tween them. They were just rough concrete floors, that 
is, troweled down with some type, either linoleum or as¬ 
phalt tile. I think it looked like covering. I didn’t pull it 
up to see, but it is either linoleum or asphalt tile floors. 
There is not much difference between those. 

Q. What time this morning did you start your inspec¬ 
tion? A. Nine o’clock. 

Q. Nine o’clock. A. It may have been a little bit before. 
I was there pretty close, I guess, to 45 minutes or maybe 
50 minutes. Then I took a cab and came on down here. I 
got down here just about the time court opened. 

Q. What time did you get here? A. I got here about 
when the court opened, two or three minutes before, maybe. 

Q. About 10:00 o’clock? A. Yes, about 10:00 o’clock. 

Q. And you w’ere in the Longfellow Building from about 
9:00 to about 9:45? A. A little before 9 KX). 

1395 Q. Pardon, sir? A. A little before 9:00, I think 
it was, probably five minutes of 9:00. 

Q. Until what time? A. Until about, I guess, 10 or 12 
minutes of 10:00. I took a taxicab at the corner and came 
right down here: probably it took about 10 or 12 minutes. 

Q. About 55 minutes time consumed in your inspection 
of the building? A. Yes. Of course, I have been in the 
building on other occasions, a good many other occasions, 
and seen the building while it was being built, and gone 
by it almost every day. 

Q. Of course, on these other occasions you never went 
in there for appraisal purposes, did you, sir? A. No, I 
didn’t, but when I go in a building, why, I usually look at 
it verv carefullv. I am used to doing that. Not a week 
goes by that I don’t appraise something. 
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Q. Did you go into the shops on the first floor? A. No, 
I did not. I have been in them; I knew them. 

Q. You didn’t go in those today? A. No, I didn’t go in 
those today. I have been in those very recently, not every 
one of them recently, but I have been in all of them at 
times, and the corner drug store there I have been in; 
I get in there quite frequently, every week or two. 

1396 Q. What type of fenestration is there in the Long¬ 
fellow Building? A. Type of what? 

Q. Fenestration. A. Of what? 

Q. What kind of windows, sir? A. What kind of win¬ 
dows? Why, they are a very poor type of steel windows. 

Q. What do you mean by a poor type? A. Well, because 
they complain—several of the people complained when I 
went in the rooms that thev were leaking. 

Q. Who complained? A. Occupants of the rooms, I sup¬ 
pose, clerks there. One woman said they couldn’t put any¬ 
thing in the window sill because the rain came along and 
it got wet, and in one place they said the roof was leaking. 
I didn’t go on the roof. I don’t know just what type of 
roof it is. I suppose it is a standard roof. 

Q. What do you mean by standard roof? A. Slag roof. 

Q. You didn’t go on the roof? A. I didn’t go on the 
roof. 

Q. You don’t know what type roof it is? A. No, 

1397 I don’t, but I assume it is a slag roof. They never 
put a tin roof on that type of building. 

Q. Did you see any evidences of leaks in the building? 
A. There was a roof leak, yes, in one room. The people 
in the room called my attention to it and said the roof 
leaked but I couldn’t do anything about that. 

Q. Did that affect your valuation? A. No. 

Q. When did you first meet with Mr. Jackson and others 
concerning this job of appraisal? A. Yesterday after¬ 
noon. 

Q. What time? A. I guess it was about 4:00 o’clock, 
a little after 4:00. 
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Q. In Mr. Denit’s office? A. No, Mr. Sothoron’s office. 

Q. Now, you have told us that you were advised as to 
certain portions of the testimony in this case. Are there 
any other portions of the testimony that were brought to 
your attention, sir? A. None except the figures that I 
asked for, sizes and cubes, size of the lot and things of 
that kind. I don’t know what anybody else testified as to 
value; I didn’t hear that, and it would have no effect on 
me if I would have seen it, but I didn’t see it. 

• •*####••• 

1398 By Mr. Stetson: 

Q. If you were told that one witness put a value of 
$1,800,000 and another witness put a value of $1,900,000, 
both testifying as of the date of December 31, 1942 or 
thereabout, could you say today, sir, that they are 

1399 both absolutely wrong? A. Now I don’t like to say 
anybody is absolutely wrong in appraising property, 

because there are different opinions as to the value of 
property; there is always some difference. I can say 
there ought not be that much difference with anybody who 
knows the place as well as I do, if they had the same knowl¬ 
edge of the section and lived with it as I have. 

There are some sites around there—I sold the site of 
the Metropolitan Club, the western part of that, to the 
Brookings Institute. We sold a site for the Cosmos Club, 
where Jerry Miatico was building his large building be¬ 
tween 17th and 18th Street. We have sold a number of 
sites around that section. I think we have sold more sites 
around there than anybody else has, I know we have, in 
that general area. 

Q. That, is, speaking of selling assemblies of land, is 
that not, sir? A. Well, now, the Metropolitan site was no 
assembly. They wanted to sell the west half of this site, 
so we sold it to Brookings. 

Q. I mean, you are speaking of land sales as compared 
with building sales? A. Yes. But they were sites and, 
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of course, the Cosmos Club site—that was a site which we 
sold to Jerry Miatico, which had been assembled. 

• •••*•*••• 

1400 By Mr. Stetson: 

Q. Mr. Linkins, are you a member of the American In¬ 
stitute of Real Estate Appraisers? A. No, I am not. 

Q. Are you a member of any appraisal professional or¬ 
ganization? A. Oh, yes. I have been on the appraisal 
committee of the Washington Real Estate Board on numer¬ 
ous occasions over the years. I am on the executive com¬ 
mittee of the Building Owners and Managers Association. 

Q. But are you a member of any professional organi¬ 
zation? A. No, I am not. I never felt I had to join. I 
have got a library of appraisal books which once in a while 
I look at, but I have been in the real estate business and 
know the city and the appraisal business for a long 

1401 time, and I usually rely on the facts that I gather 
and my own judgment about them. 

Q. Isn’t it a principle of appraisal that in appraising 
income-producing property you must consider the income 
derived from that property in arriving at the appraisal? 
A. That is generally so. If you have got a good firm 
tenancy in an office building, if you have got a schedule of 
leases—here are the leases, this one two years to run, three 
years to run, five years to run, some of them longer—then 
you take the rentals of that building and the operating 
expenses, why, yes, you take those into account. But when 
you have one tenant and that tenant, the United States 
Government—as they say, is subject to a 30-dav cancella¬ 
tion clause, and anv lease to the Government is alwavs 
subject to the next Congress not making the appropriation 
to pay the rent, why, I don’t call that a very firm lease. 
I have never looked on a lease to the Government as a firm 
lease, and no other lenders ever do for appraisals. 

Q. Is it your testimony, sir, that any lender consider¬ 
ing making a mortgage loan on a building leased to the 
Government would consider that a damaging factor from 
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the standpoint of value of the security? A. I wouldn’t say 
that every lender would, but I know some of them do. I 
went to New York to try to arrange a financial loan on the 
Shoreham Building and the Metropolitan Life 
1402 turned it down, because half of the building was 
leased to the Government. That was the reason 
they gave. 

Q. Do you know of any other experiences along that line? 
A. Oh, that is the only large loan that I can think of of 
that type, yes. That is the only large one, but it is a gen¬ 
eral—it is something that is generally known, because if 
you lose one tenant, and if you have got the Government in 
there and the Government goes out, why, the whole thing 
is out and you have got no income. If you have got an 
office building, why, all the tenants do not move out at any 
one time; so you have got a continuing rental and you just 
simply figure on a certain amount of loss of rent by va¬ 
cancies, and generally in office buildings, not by non-pay¬ 
ment of rent. 

*•###***•• 

1404 By Mr. Stetson: 

Q. To what extent would this building have increased in 
value between 1943 and, let’s say, 1946? A. Well, now, I 
didn’t figure that because I didn’t get the unit cost of a 
cube of that type of construction in reference to that date 
and this date. I used a cost of construction which ought 
to be a very safe thing to go on at the time the building 
was built. 

Q. And that is the wmv you arrived at vour value; is that 
right? A. That is right. There wasn’t anv use for me to 
use any other figure there, when there is only a year and 
a half lapse between the two of them. 

• •***#••*• 

1406 Q. Mr. Linkins, you have testified that in a very 
short period of time you were able to come up wdth 
the appraisal of the Longfellow Building as of January 15, 
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1943 and that you were able to arrive at that appraisal from 
certain data given you, namely, the square footage of the 
building, other physical data given you concerning the 
building, and the original cost of the building and the 
original cost of the land. Can’t you tell us, sir, what your 
appraisal would be in 1946? A. No, T wouldn’t attempt to. 
I would have to sit down and study that situation. I can’t 
give you any off-the-cuff appraisal on that. 

Q. In what respects has it changed so that you can’t tell 
us now what the appraisal will be in 1946? A. Well, I 
would have to study what 1946 was. 

Q. Don’t you remember? A. No, not particularly 
1407 enough to do this. If I made that appraisal as of 
1946, I would want to sit down and do a lot of 
studying on it. 

Q. How much studying, sir ? A. Oh, maybe a couple 
days; get some data as to the increase in construction 
costs. 

Q. What were the increases in construction costs be¬ 
tween 1940 and 1943? A. I don’t know. There was no 
need for me to figure that; the time was so short. There 
was little depreciation there, I testified, I thought, and it 
was my opinion that the depreciation had been taken up in 
the increase in value of the land. Now when you get up 
into $1,400,000, why, no appraiser can be absolutely ac¬ 
curate. You know that as well as I do. 

Q. No, I don’t, sir. Suppose you explain it. A. Don’t 
you? 

Well, suppose there are differences of opinion and we 
appraise, and one appraiser will put it at one price— 
usually not very far apart. 

Q. What do you mean, not very far apart, sir? A. Well, 
I mean, within usually 10 percent. We don’t look for more 
than that. 

Q. Ten percent up or ten percent down? A. In good ap¬ 
praising, ten percent up or ten percent down. We don’t 
look for good appraisers, competent appraisers, to vary 
more that about ten percent. Of course, there is a 
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1408 difference in appraising always. No two people see 
it exactly alike. It is not an exact science and there 

is no way to make it an exact science. If I read book after 
book on appraisal, and there is no such thing as an exact 
science of appraisal, I wouldn’t attempt to go out—I have 
been asked to go out and appraise in other cities—I 
wouldn’t attempt to do it. I don’t think I am competent. 
I don’t think anybody from outside is competent to come 
into Washington either—I have always said that, too—and 
appraise. You have got to know the physical situation and 
the population and the business trends in the city to know 
just what a place is worth. 

Q. Wouldn’t it be possible to read up on those things? 
A. I don’t think it would. That is something you learn. 
It just soaks into you. 

Q. How many years does it take to learn? A. I don’t 
know. It has taken me a long time, but I learned as I went 
along or tried to. 

• #♦♦#*#••• 

1409 By Mr. Stetson: 

Q. Mr. Linkins, you said, I believe, that the site of the 
Longfellow Building increased in value between the time 
it was assembled and 1943; is that correct, sir? A. Yes, I 
think it increased some. 

Q. And you cannot tell us how much the site increased 
in value between 1943 and 1946? A. No, I haven’t studied 
that. 

Q. Have you studied the increase in value between 1940 
and ’43? A. Yes, I have studied that. 

Q. What factors did vou consider in that studv? A. I 
used the general section and my knowledge of it and the 
wav rentals had increased slightlv in the neighbor- 

1410 hood. We leased a property for half a year just 
opposite to this building where Matou’s store is, 

that belongs to the Demonet family. We leased other 
property in the neighborhood. We leased property there 
on the northwest corner of Connecticut and L that belonged 
to Justice Burton and his brother and Judge Hitz’ family. 
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Q. Those were leases, sir? A. Yes. We leased the 
buildings there. We leased the store and the upstairs 
there. I leased the upstairs there for a number of years 
to John L. Lewis as headquarters for the CIO. 

Q. When did that lease terminate? A. Well, it didn’t 
terminate until after the CIO bought their building on 
Jackson Place and I don’t remember the year; I didn’t 
look it up, but it was probably about seven or eight years 
ago. 

Q. About seven or eight years ago? A. I would say 
that. That is just my guess. I am within a year or two 
of it, anyhow’. Judge Hitz died and the management w’ent 
into the American Security and Trust Company. 

Q. Is it then your testimony, sir, that you w*ere relying 
on your personal recollection of the conditions and the 
change in conditions through the period 1940 to 1943? A. 
I don’t think I w’ould call it recollection. I w’ould call it 
knowledge that I had of the change in conditions. I 
1411 have been within a stone’s throw’ of that property for 
manv vears, vou know’. 

Q. Were you within a stone’s throw of the property in 
1946? A. Sure, yes. 

Q. You mean your knowledge of the circumstances today 
is better as it concerns the 1940-43 era than your knowl¬ 
edge today of the ’43-46 era? A. No, because I studied 
that period. That is when I w’as asked to testify and I 
studied that period and compared it with the deals that I 
knew’ had been made around that time in the section. 

Q. That is what I am trying to get at, sir. How did you 
go about your study? A. Well, I w’ent about my study by 
getting out the papers here on the sales that we had made 
right there. 

Q. And do you have those papers with you? A. Yes, 
sure, I got them. 

Q. Can you tell us some of the factors that you took into 
consideration from those papers? A. I took into consid¬ 
eration the price, for instance, that Pat Hurley paid for it 
and the price that we got for it. 
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Q. For what, sir? A. For the site of the Ring Building. 
Q. That wasn’t until after 1943, w r as it, sir? A. 

1412 Wait a minute now. Pat Hurley bought the Ring 
Building site on March 20, that is, some of it, but 

he bought it in March, 1941. 

Q. And when did he sell it? A. Well, now, he first sold 
it to Sinclair. Now Sinclair paid him, as I understood the 
deal—I didn’t make that; he made that with Harry Sin¬ 
clair, as I undstood—he let Sinclair have it at just what 
it had cost him. 

Q. And what was that figure? A. Well, the figure that 
I am telling you here, if you want me to figure it up, I will 
tell you exactly what he paid for it. 

Q. Did you figure it up in making your study, sir? A. 
Yes. It was about $195,000 for the site; it may have been 
$500 one way or the other. That was a round figure. I can 
figure it and tell you exactly. 

Q. I would appreciate it. A. $195,500 he paid for it. 

Q. That was in March, 1940? A. March, 1941. 

Q. In March of ’41, sir? A. March of ’41. 

He bought three pieces. The sales contract is all dated 
March 20, ’41, and then as to the other piece, the last piece 
I got for him, 1208 18th—I didn’t get that until the 

1413 24th of April. He took the three pieces with the 
understanding that he would take the other one if 

and when I could get it, and I got it within about a little 
over a month. 

Q. And it is your recollection that he let Mr. Sinclair 
have this site for exactly what he had paid for it or there¬ 
abouts, namely, $195,000? A. That is my recollection, yes. 

Q. When did that take place? A. I would say it wasn’t 
long after that he bought it, probably certainly within less 
than two vears. 

a/ 

You see, when he bought it he had plans made to build a 
building there, and then Frank Roosevelt—excuse me—the 
President wanted him to go to the East and he made, as I 
remember it, three trips over there as special ambassador, 
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back and forth, and he had to stop his plans to go ahead 
with the building, and Sinclair wanted it and he was the 
general attorney for the Sinclair Oil Company and he had 
just come down to Mexico, Venezuela, to settle some oil 
troubles down there for Sinclair. 

The Court: Do I understand that this purchase in March 
of ’41 was of all the pieces or just some of them? * 

The Witness: No, that was three pieces in March, ’41, 
and the other piece was on the 24th of April following. 

By Mr. Stetson: 

4 

Q. So the whole assembly was acquired in March 

1414 and April of 1941 ? A. That is right. 4 

Q. When did General Hurley re-acquire the prop¬ 
erty from Mr. Sinclair? A. Well, I haven’t any deeds be¬ 
fore me, but I can tell you about the date. It was about 
January, 1946, and he acquired it from Sinclair not too 
long before this, because it was just after Sinclair declared ^ 

he wasn’t going to use it that Pat said he was going to take 
it back, and Pat said for me to go ahead and see if I can 
sell it. 

Q. What was the price then in 1946? 

• *•###••«• 

The Witness: I don’t seem to have a copy of the sales 
contract, but maybe I will be—I suppose we gave that to ' 

the title company for settlement. I thought the contract 
was probably in here. 

By Mr. Stetson: 

Q. Excuse me, sir. A. I say, I thought a copy of the w 

contract would be in this jacket. I didn’t have time this 
morning to look through these jackets before I left the 
office—$300,000, all cash. 

1415 Q. Now, that $300,000 cash was the price that this 
same site cost when Mr. Ring re-acquired it or, 

rather, Hurley acquired it from Sinclair; is that right? A. 

No, no. Hurley didn’t pay Sinclair that much. He took it 
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over under an agreement that if they used it, they should 
take it over and reimburse him. His relations with them 
were very close, and that if they didn’t use it, he was to 
get it back and simply settle with them for the carrying 
charges on the mortgage and taxes and things during that 
period, and that is the way he took it back. Now I never 
saw those figures. I don’t know what they would be exactly 
and I wouldn’t want to guess. 

Q. Those would only be the carrying charges, would they 
not, sir? A. That would be the carrying charges, as I 
understood it. I never saw any written agreement. I don’t 
know whether there was anv written agreement between 
Pat and Sinclair. 

Q. Now, what is this $300,000 figure? A. The $300,000 
deal was a sale to Mr. Ring, Colonel Ring. 

Q. When did that take place? A. In January or Feb- 
ruary, ’46. In other words, there was onlv a little over 
$100,000 difference between what he paid for it and what 
he got for it. 

Q. It was sold as an assembly, was it not, sir? A. That 
is right. 

1416 Q. And the $195,000, that was the purchase price 
originally in 1941, was the sum of the parcels? A. 
Of the four parts, $195,500. 

Q. Now, what other factors did you consider in reaching 
the valuation as of January 15, 1943? A. You mean, on 
the Longfellow Building? 

Q. Yes, sir. You took this particular sale into consider¬ 
ation. What other transactions did you consider to arrive 
at the economic picture, the real estate picture, back then? 
A. Well, I relied on this one. Of course, sales like this 
aren’t made everv dav, and there are verv few of them 
and very few of them in a certain section. So you don’t 
have a lot to compare them by. If you have got one, usually 
you are lucky. 

#*•••*••** 
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1417 By Mr. Stetson : 

Q. Were there any other transactions in and around that 
time that you took into consideration to reconstruct the 
financial and real estate picture as it applied in 1940 to 
1943? A. No, I can’t say there was any specific deal, be¬ 
cause as 1 explained, there are very few deals of this type 
made. You go along five or ten years sometimes to find a 
deal like this in a neighborhood. So you don’t have a 
lot to check by. But I have this one thing. I had taken the 
National Savings and Trust Company an offer of $750,000 
for that site there opposite our office on Connecticut Ave¬ 
nue and X Street, which they turned down. That was for 
Sinclair. 

Q. When was that? A. Well, that was just along in and 
about this same time. 

Q. Could you pin it down to about the year? A. No, I 
wouldn’t want to pin it down. I didn’t check the date. 

The Court: W r as that the west side or the east side of 
Connecticut? 

The Witness: It was the west side, running from Con¬ 
necticut to 19th and facing X. It is the old British Em- 
bassv. Harrv Wardman got it in a deal with the British 
government when he built the new embassy building out 
on Massachusetts Avenue and he took it and he borrowed 
at that time from the National Savings and Trust 

1418 Company, and then the depression came on and he 
went broke and they had to take it back under the 

mortgage, and they owned it and have owned it until they 
sold it recently to the Machinists Union. 

Q. Y r ou don’t recall when you carried that offer to the 
National Savings and Trust Company? A. No, I don’t. 
I was buying gas stations; I bought a number of them for 
Sinclair just during that period. It must have been, I 
would think, around probably ’48, ’47; ’48 or ’49, in there. 
I don’t want to be too— 

Q. Yes, it was sometime after ’46 that you carried this 
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offer? A. I think it was after ’46, although I wouldn’t 
want to swear that that was so. Time goes so fast, and 
when I look back, at my age, why sometimes I find I am 
wrong on the years, and I don’t want to say that. If you 
want me to, I can look it up. I think I have got some rec¬ 
ords at the office which I could check by. 

Q. May I ask how old you are, sir? A. I am 79. 

Q. Were there any other transactions between 1940 and 
1943 that you relied on for purposes of reconstructing the 
picture as of that time to arrive at the valuation as of 
January 15, 1943? A. Well, the Grafton Hotel property 
at Connecticut Avenue and De Sales Street, I think 
1419 we sold probably about that—well, no, not as far 
back as ’43, 4 or 5, no. 

Q. That was sold in ’45? A. No; I say, I don’t think it 
was sold that far back. 

Q. Was it sold around ’46 or ’47? A. I imagine it was 
sold about in there. 

Q. Do you remember the details of that? A. I had 
nothing to do with that deal, and I onlv know what was 
reported. The first sale was supposed to have been at 
around about a little less than $40 a square foot. As I 
remember, there were two other deals made on it before 
it was finally acquired by Ned Board, and some of his asso¬ 
ciates. I don’t know, I heard two or three stories about 
what has been gotten for it, but it was considerably more 
than what had been paid, but I wouldn’t want to say be¬ 
cause I don’t know. 

Q. Do you recall any other transactions back in this pe¬ 
riod 1940-43? A. I don’t think there were any right along 
there. There were a few—I think probably there was one 
building in that same block that was sold about in there, 
but I wouldn’t compare one single building there. Now, 
there are a lot of people, investors, that w’ould be able to 
buy a building, say, at $125,000-$150,000 where there would 
be one to buy a big building like this or a site like this. 
A site like this and a large building like this is a special 
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piece of property. The market is very limited either 

1420 for the site or for the building itself. In making a 
comparison, 1 would consider it, but I wouldn’t give 

it very much weight as to what the per foot value, for in¬ 
stance, of a small building 25 feet, say, by 100 on Connecti¬ 
cut Avenue sold for in there. It wouldn’t have much effect 
on my mind as to the value of a large building and a large 
site like this. 

####•#•»•# 

1421 Q. How much study did you devote to this prob¬ 
lem last evening? A. Last evening? 

Q. Yes. A. I guess it was about—I went there a little 
after 4:00, and we were there, then we went down and had 
some dinner and came back. I guess it was about 10:00 
o’clock when I left. Then, when I got home, I did some 
thinking about it before I went to bed, probably another 
hour, and I woke up during the night and I did some more 
thinking. I made two or three notes about it during the 
night. 

Q. Have you got those notes? A. No, I haven’t got them 
now. I gave them to Mr. Jackson this morning—and one 
or two notes after I got up, while I was eating my break¬ 
fast. 

Q. What time did you get to the office this morning? A. 
Well, I was in the office long enough to pick up these pa¬ 
pers on these sales, that is all. I guess it must have been 
about a quarter of ten and—no, I went there before I met 
Tom Jackson. 

Q. Where did you meet Tom Jackson, sir? A. I met 
him in front of the building. 

Q. What? A. In front of the Longfellow Build- 

1422 ing. My office is at N Street, you know\ I went there 
first and picked up these papers and some other pa¬ 
pers in connection with a lawsuit that I have and went 
around there and talked to Tom. We went through the 
building. I went through the building carefully. He went 
through with me. 
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Q. You didn’t bring those papers home with you, you 
mean? A. No, I didn’t have them. We didn’t get through 
until late last night and I went on home. 

Q. I see, but you didn’t bring the papers home with you? 
A. No, I didn’t take any papers home, no, not those papers. 
I took these few notes home that I had made during the 
evening, yes, I took those home in my pocket, but I don’t 
remember even looking at them, because I think I knew 
what they were. 

Q. Do you remember what time you got to the office this 
morning, to your office? A. Well, I guess it was about ten 
minutes of 9:00, I should think. I wasn’t there more than 
about five minutes, just long enough to pick up these pa¬ 
pers and look at my mail, which I didn’t open. 

Q. You are sure you looked at every floor in the Long¬ 
fellow Building? A. I certainly did. I do as I always do 
in appraising a large building, I go to the top and then I 
walk down. It saves me from climbing stairs that 
1423 way and I see the whole building anyhow, and I 
went to the windows and looked out on the setbacks. 
I took it in pretty good. 

Q. You looked at the washroom facilities? A. Yes. I 
didn’t go in all of them. I went in one or two of them there. 
I assumed that they were all alike, which we always do in 
appraising. 

Q. You went down in the basement? A. I went down in 
the basement, went into the compressor room, the air-con¬ 
ditioner, and looked over those. I had asked whose svstem 
it was, and Mr. Jackson couldn’t tell me. Then when I got 
in the building, they couldn’t tell me. Then afterwards I 
found out it was the Carrier System, which is one of the 
good standard systems. 

Q. Where did you find that out? A. It was on the front 
of the compressors, and the boilers, they were Burning 
boilers, which is a good boiler, operated by oil. The com¬ 
pressors had electric motors on those. 

Q. What kind of distribution of heat is there in that 
building? A. They have got radiators through that build¬ 
ing. 
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Q. Radiators? A. That is my recollection. I think I saw 
radiators. I don’t pay any attention. If the building is 
heated, it is heated. Generally at the time that building 
was built, I think it would probably have radiators, 

1424 but I don’t think, to be honest with you, that I no¬ 
ticed the radiators. But they wouldn’t have stayed 

there if they hadn’t been heated, and it wouldn’t make any 
difference whether it was, one way or the other. 

Q. The type of heat has no effect on valuation? A. It 
wouldn’t have much effect on valuation, not enough so that 
you could figure it. 

Q. It is a factor, isn’t it? A. It is. It isn’t coal. It is 
oil, which now is a good deal easier than handling coal. 
A good many places nowadays use gas. 

Q. How long were you down in the basement looking 
around at those things? A. Oh, I guess ten, twelve min¬ 
utes. I walked all around there, looked in the rooms, and 
went down into the boiler room and went into the com¬ 
pressor room long enough to see what I had to see. 

Q. You walked from the first floor down to the base¬ 
ment? A. No. As I remember, we dropped down in the 
elevator. When we got to the first floor, we got in one of 
the elevators and went down. That is when the operator— 
I asked her how many elevators went to the basement and 
she said this one and the freight elevator, and which I 
think was the third one over—no, the one next to that one 
probably. There were three on one side and two on 

1425 the other. I went down, but when we came up, why, 
we walked up. 

Q. You didn’t skip any floors, Mr. Linkins? A. Not a 
floor. 

Q. Wasn’t it a pretty hurried inspection? A. No, not 
for that type of building. Generally, the floors are alike 
and the partitions are alike. You don’t have to go over it 
any closer than that, and I make plenty of appraisal in¬ 
spections. And you have typical floors. The only differ¬ 
ence as regards the floors were in some places they had a 
few more partitions, you know, than they had in others, 
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but the partitions weren’t any good anyhow. They were 
just movable, very cheap partitions. 

Q. Those partitions wouldn’t be vrorth any $60,000, would 
they? A. Yes, they might cost $60,000 to put in new. 

Q. Brand new? A. Yes, I think brand new they prob¬ 
ably might cost that much. If you have got 12 floors, that 
would be $5,000—yes, it would cost $5,000 a floor. That 
would be my guess. 

Q. You mean, all the partitions? A. Yes. 

I asked who put them in. I understood that the Govern¬ 
ment had put them in after they took the building over. 

Q. So you didn’t consider those in reaching your 
1426 appraisal? A. I didn’t consider those, really, be¬ 
cause they weren’t any good and they would do for 
the Government, because they were put in there to serve 
their purposes, but they were movable. I know they turn 
out some partitions today that had ruined the floor, because 
the floor evidently had been put down after the partitions 
were put in and the tile or linoleum or asphalt tile had 
only been run to the edge of the partition. There w T as a 
hole in there where the partition came out. That was one 
of the reasons I said if the Government moved out of there 
and took the partitions out, somebody would have to spend 
a lot of money. 

Q. Are these glass and wood partitions or all wood or 
what? A. They looked as if they were compo board. 

Q. Compo board? A. Yes. It was painted, some kind of 
thin board. I don’t think they were plywood. They didn’t 
look as if they vrere, but they were painted over; I couldn’t 
tell exactly, but I tapped a number of them and they 
sounded very hollow, just as if they were a thin board 
partition, and I noticed the ends of them were curved 
around, as if they were kind of thin and they had bent 
them around, you know, to make the curve. So I assumed 
they were just very cheap, flimsy partitions. 

Q. Are there any hallways in the Longfellow Building? 

A. How? ! 
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1427 Q. Are there any hallways, corridors? A. Hall¬ 
ways, yes, there were corridors down most of the 

floors. On a few of the floors there were two. Most of them 
came to the center, and the corridor ran down the whole 
center, but two at least of them, maybe there was a third 
one where there was no center hall, and there were two 
side halls, but that was nothing but partition. I didn’t take 
much account of that anyhow. 

Q. The same type of partitions? A. That same type of 
partitions. 

Q. Have you ever seen the lease governing the Long¬ 
fellow Building? A. No, I have never seen it. 

Q. Did you take that lease into consideration? A. I did 
not. I think I said that before. It was a Government lease 
and subject to 90-dav cancellation. I knew if they went out, 
the building would need a lot of repairs to make it ready 
for another tenant, and I didn’t consider it. 

• ••••#•••• 

1428 Q. When was the last appraisal of an office build¬ 
ing that you have made prior to the appraisal you 

made in the last 24 hours; give us the dates. A. Well, I 
guess I appraised 1733 and 35 De Sales Street. 

Q. Is that an office building? A. Yes. I sold it to the 
Democratic National Committee. They were going to use 
it for their headquarters, then for some reason or other 
got cold feet and sold it again. 

Q. When did you make that appraisal? A. Well, it must 
have been about four years ago, I guess. 

1429 Q. Have you made any appraisals since that last 
appraisal of that building? A. Not of an office build¬ 
ing, no. 

Q. What types of appraisals have you made in the last 
four years? A. Oh, apartments and houses and industrial 
places. Here in the last few months I appraised all that 
Holzbeirlein Bakery property that they are selling under 
bankruptcy. I appraised that for the Bankruptcy Court. 

Q. And no office buildings in the last four— A. No. 
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There are not many office buildings that ever come up for 
appraisal. 

Q. How long did you take to make your appraisal of that 
office building four years ago? A. Oh, probably three or 
four hours. I knew the section. I have lived there. I even 
shot jacksnipe on Connecticut Avenue up above there when 
I was a kid. 

Q. Now, if you were told that the Longfellow Building 
and land— A. And what? 

Q. If you were told that the Longfellow Building and the 
land actually cost $1,639,000 in 1940-1941, would that affect 
your valuation as expressed in court today as to the value? 
A. No, I think it would just confirm it. That is too 

1430 short a time to have much difference in the value. 
Values don’t change that fast and the building 

doesn’t depreciate that fast. 

Q. Three years is too short a time? A. Yes, sure. 

Q. And yet you can’t tell us what the value would be in 
1946? A. No, I would want to think about that. 

Q. And how long would you want to think about it? A. 
Because after ’43, the increase in values began to come on. 

Q. Not before ’43? A. Well, not much before ’43, noth¬ 
ing like it came on afterwards. As I say, I don’t think 
there was enough difference to count between ’41 and ’43. 
I think things were fairly stable just then. That is my 
knowledge of it. 

Q. And you can’t rely on your knowledge of the area for 
the period ’43 to ’46? A. No, I want to check that, be¬ 
cause, as I say, about that time things began to increase in 
value, just about that time. That was just about the break. 

Q. You don’t remember how much they increased in 
value? A. Well, we are dealing here with something that 
is unusual. There are only a few large sites, as you know. 
If vou were dealing with a small store on Connecticut Ave- 
nue, ves, it would be verv easv to sav, well, there is this 
store, it rented for so much money then, it rents for 

1431 so much money now. You could use in the case of a 
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small place like that, you could use the rental value 
on it. If this building would have had the normal office 
building occupancy, yes, sir, I would have taken that into 
consideration, but here you add a lease on it to the Gov¬ 
ernment, a poor tenant, in my opinion, and that is what we 
found in practice, and that tenancy continued. 

So far as I was concerned, I wouldn’t take that rental 
value into account in this any more than it was there. 

Q. If this corporation had been able to amortize the in¬ 
debtedness of the building by $80,000 from the time of its 
first operation in February, ’41, down to the control date 
of January, ’43, wouldn’t that play any factor at all in 
your evaluation, sir? A. It would be a very small factor, 
because, as I say, you have got a tenancy in there which is 
very tenuous. I don’t call that kind of a tenancy a good 
tenancy to use as a basis for the fixing of value on a piece 
of property like that. As I said in my direct testimony, 
the Government moves out and you have got to spend a lot 
of money fixing it up, and in this building you would have 
had to spend a lot. I suppose the Government would have 
torn those partitions all out. You would have had to put 
new floors down there, because the only floors down there 
are just troweled concrete. You would have had to 
1432 put new floors down in that whole building, and if 
you would have needed to turn it into offices, you 
would have to put decent partitions in. 

Q. Why do you say the Government would have tom 
down those partitions if they were so valueless? A. Well, 
they belong to the Government. The Government put them 
in there. They usually take out everything they put in, 
whether they want it or not. 

Q. When were they put in? A. As I understood, they 
were put in when the Government moved in. That was my 
information. 

Q. When was that? A. Just after it was built. 

Q. Do you know when that was? A. I don’t know the 
exact date of the lease, but it must have been about ’41 
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there. I think they moved in just after it was finished, as 
I remember. That is my recollection. 

Q. Do you know when it was finished? A. Well, it was 
finished, just about completed, I think along in the early 
part of *41. 

Q. Do you know who built it? A. My recollection was 
that John McShain built it. I am not sure, though. That 
is just recollection over 13 years, 13, 14 years now, but I 
am not too sure; didn’t he? 

Q. Do you know what the contract price was? A. 

1433 No, I don’t. I was told what it cost and I used those 
figures. If I would have had time, I would have 

probably called them, but I understood the records were 
not now available, so there wasn’t any use to look into 
them. 

Q. Where did you understand that from? A. I was told 
that last night. I asked if thev had the contract of the con- 
struction, and they said no, they didn’t understand it was 
available, that the records had been destroyed. 

Q. Who told you that, sir? A. Well, now, there were 
four people there: at one time there were five there, and 
which one told me I wouldn’t want to say, but one of them 
did. 

Q. That somebody last night told you that the construc¬ 
tion contract had been destroyed? A. Well, now, they said 
that the records were not available on the cost of that. 
Now, wait a minute. It may not be that McShain’s records 
were not available only or their records were not available. 
I don’t want to distinguish which one now, but they gave 
me these figures as to the cost. 

Q. Did you ask for the McShain contract? A. No, I did 
not. 

Q. Did von ask for anv records about the construction 
cost? A. No. I understood they were not available. 

Q. You mean that there was no record available 

1434 concerning the cost? A. I used these figures that I 
was given there as to the cost of the building and 

the cost of the land. I was given those figures and I based 
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my appraisal on those figures. Now I can’t tell you. I be¬ 
lieved them to be right or else I certainly wouldn’t have 
used them. That is as far as I can go. 

Q. Mr. Linkins, I think your statement may be of some 
interest to the Court that somebody told you last night that 
the contract was not available. A. No, I wouldn’t say that 
the building contract wasn’t available, either. But I got 
the idea that the records on the construction were not 
available, although I was given the cost. 

Mr. Denit: Thev were in custodv of the Court. 

* V 

Mr. Stetson: Let me examine this witness. 

Mr. Denit: I know, but it isn’t fair to create an inference 
of that kind when you know that the records of this Long¬ 
fellow Building were in the custody of the Court, offered 
in evidence here and were within the custody of the Clerk 
last night. 

The Witness: The only thing, so far as I am concerned, 
is whether those figures were right or not, and I took them 
to be correct. Now, if they are correct, why, they are cor¬ 
rect, whether the records are here available or not avail¬ 
able. 

By Mr. Stetson: 

1435 Q. But you asked for the records, didn’t you, Mr. 

Linkins? A. No. I said, have vou got the records? 
I think I asked this question. I don’t want to be too 
sure about that, either—if the record of the construction 
was available, and I understood no. Who told me I don’t 
remember, but they were all talking together there and 
then these figures were given me. Now if those figures— 
you know probably whether they are right, if they are in 
there. I was given those figures as the cost of the land and 
the cost of the building. 

Q. If these figures are wrong, then your appraisal is 
wrong: is that right? A. Well, it wouldn’t be any wrong 
any further than the figures might be incorrect. In other 
words, the whole appraisal wouldn’t go out. I was given 
the cost of the building as $1,211,440. Now, the only differ- 
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ence—there wouldn't be any difference in the land. It 
would only be whatever little difference there might be in 
the cost of that building. But I still think that my appraisal 
there of $1,600,000 at that time was fair and I stick by that. 
If I would have had to appraise it at that time, I would 
put that on there, and if I had made the appraisal at that 
time, I would have gotten all the figures I could about it, 
too, as to cost of the land and all—and used those in con¬ 
nection with my own knowledge. 
**#**##«## 

1436 Q. Did you know what the building was con¬ 
structed for? A. No, I don’t. I have often won¬ 
dered. When I went there today, I wondered how anybody 
could build such a building as that. It is a funny looking 

thing and it is a poor building when you get in it. 

1437 Q. You don’t like the Longfellow Building? A. 
Oh, I wouldn’t say that. It has some value. I said 

it is worth $1,600,000 then; so it must have some value. So 
it had some value. 

Q. Do you like the Longfellow Building? A. Do I like 
it? 

Q. Yes. A. I don’t know why I should dislike it. As I 
say, I think it has got a lot of faults. I don’t like the de- 
si*m outside. I think that could have been better. Nobodv 
else ever built anything like that here and I don’t know 
that I have ever seen one just exactly like it anywhere else. 
*••••*•••• 

1438 Q. What was the tax assessment for the Long¬ 
fellow Building in 1943? A. I don’t know. I never 

look at a tax assessment until I have made up my appraisal 
on the property. 

1440 Q. But if it were a recent assessment, you would 
give consideration to it; is that what you mean? A. 
A little bit, but not much. As I told you at first, I 
don’t pay a lot of attention to assessments. We 


1441 
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make sales and they don’t match up; the sales price doesn’t 
match up with houses and other property. I will say this, 
that the assessment of commercial and business property 
is usually nearer the actual value than on homes and even 
apartment houses. They usually fall in an area of about 
between, so far as the assessment is concerned— 

Q. They fall in an area between— A. They fall in an 
area. I say the business properties are usually assessed, 
well, fairly well within probably 20 percent of the actual 
value. Homes are usually not assessed at over about 60 
percent, and you will find apartment houses usually run to 
about—unless they are old ones—they will usually run to 
75 percent to sometimes 80 percent of the actual value. 
#*•••#•••♦ 

1443 Redirect Examination 

By Mr. Magee: 

Q. Mr. Linkins, in answer to questions put to you by Mr. 
Stetson, you said that you had known Mr. Highfield for 
some time; is that correct, sir? A. Yes, I think I said 
afterwards that he was with the bank back some- 

1444 time between 1911 and 19.20. 

Q. Since 1920? A. Yes. 

Q. Did the fact that you have known Mr. Highfield in 
the manner in which you have described in any way affect 
the opinion which you gave this Court today as to value? 
A. It certainlv did not. I have had no connection with Mr. 
Highfield any more than just a personal acquaintance. 

Q. You testified that you have known Mr. Sothoron for 
sometime, he being a brother member of the Bar. Now I 
ask you whether or not the acquaintance which you have 
described in the record here today that you have had with 
Mr. Sothoron in any way affected the honesty of the opin¬ 
ion that you gave the Court today as to value? A. It abso¬ 
lutely did not. 

Q. You have testified that you know Mr. Koss slightly, 
you knew him sometime ago when he operated a drug store. 


Now I ask you whether or not your acquaintance with Mr. 
Koss in any way affected the opinion -which you have given 
this Court today as to the value of this property? A. No, 
it did not. 

Q. From your knowledge of economic conditions as they 
existed in 1943, what, in your opinion, -would have hap¬ 
pened to this Longfellow Building venture if we had had 
deflation instead of inflation? 

Mr. Stetson: Objection, Your Honor. 

1445 The Court: The objection is sustained. 
##•••*•••• 

1446 Thereupon— 

William P. Hutchinson 

was called as a witness and, being first duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Denit: 

Q. State your full name, please, sir. A. William Phillip 
Hutchinson. 

Q. Where do you live? A. 2730 Wisconsin Avenue, 
Northwest. 

Q. What is your business or occupation? A. I am an 
accountant. 

Q. By whom are you employed? A. Mt. Vernon Mort¬ 
gage Corporation. 

Q. In 1943 were you employed by Longfellow Building 
Corporation? A. Yes, sir. 

Q. In what capacity? A. My official capacity was auditor. 
Q. Did you prepare the Federal income tax return 

1447 of the Longfellow Building Corporation for the 
fiscal year beginning July 1, 1942 and ending June 

30, 1943? A. Yes, sir, I did. 

Q. Did you retain a copy of the return? A. Yes, sir. 

Q. Was the original mailed to the Collector of Internal 
Revenue? A. Yes, sir. 




Mr. Denit: May this paper be marked for identification? 

(The document referred to was marked Defendant Mt. 
Vernon Mortgage Co. Exhibit No. 31 for identification.) 

By Mr. Denit: 

Q. Inside of the paper which has been marked for iden¬ 
tification Defendant’s Exhibit No. 31, there is a schedule. 
Did you also prepare that schedule? A. Yes, sir. 

Mr. Denit: May that be marked? 

(The schedule referred to was marked Defendant Mt. 
Vernon Mortgage Co. Exhibit No. 32 for identification.) 

By Mr. Denit: 

Q. Did the schedule which has been marked Defendant’s 
Exhibit No. 32 accompany the return when filed? A. Yes, 
sir, it was attached to the tax return. 

Mr. Denit: We offer the return and schedule. 
1448 Mr. Stetson: May we have a minute, Your Honor? 

The Court: Yes. 

Mr. Magee: May we have the number, Your Honor, from 
the Clerk, please, while we are waiting? 

The Clerk: The return is 31 and the schedule is 32. 

Mr. Magee: Thank you. 

Mr. Stetson: Your Honor, may we ask for what purpose 
this exhibit is being offered in evidence? 

Mr. Denit: We offer it as a copy of the income tax re¬ 
turn filed by Longfellow Building Corporation for the 
fiscal year 1942 and to show that in the return there was 
disclosed to the United States the ownership of the Mt. 
Vernon Mortgage Company of Longfellow Building Cor¬ 
poration stock, in the total number of 1,520 shares, with 
the date of acquisition of each block of stock, namely, 667 
shares on April 30, 1940, 20 shares on June 15, 1942, and 
833 shares on January 19, 1943, pursuant to the require¬ 
ments of the return, and particularly Question 9 (B) 
thereof. 
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The Court: Did I understand you to say, Mr. Denit, that 
it was for the fiscal year ’42? 

Mr. Denit: Fiscal year commencing July 1,1942 and end¬ 
ing June 30, 1943. 

Mr. Stetson: No objection to it. 

The Court: Mt. Vernon Exhibits 31 and 32 are admitted. 

1449 (Federal income tax return and schedule attached 
hereto, previously marked Defendant Mt. Vernon 

Mortgage Co. Exhibits 31 and 32 for identification, respec¬ 
tively, were received in evidence.) 

i 

«#•###•##• 

By Mr. Magee: 

Q. Mr. Hutchinson, I refer you to Schedule F of Defend¬ 
ant’s Exhibit No. 31 and ask you if that does not disclose 
the names, addresses, and stock ownership of the officers 
of the Longfellow Building Corporation in the stock of the 
Longfellow Building Corporation? A. Yes, sir, it does. 

Q. And for the record, would you tell us who those offi¬ 
cers were disclosed to be during that fiscal year ’42-43? A. 
From this schedule? 

Q. Yes, sir. A. Robert T. Highfield, 1830 R Street, 
Northwest, president treasurer, part time devoted to busi¬ 
ness, ownership of stock none; amount of compensation, 
$1,375. 

i 

• ••••#•••• 

1450 Cross Examination 

By Mr. Stetson: 

***•##•*** 

1454 Q. Directing your attention to Schedule J of the 
return, suppose you tell us what that reflects. A. 
Schedule J is depreciation and that shows depreciation— 
do vou want me to read the entire schedule? 

Q. Why don’t you read the entire schedule? A. (Read¬ 
ing) Office building, 1201 Connecticut Avenue, Northwest; 









brick, stone and steel; date acquired, 2/3/41; cost or other 
basis, $1,470,939.81. 

Q. Excuse me for interrupting, sir. Will you read the 
caption of that column as the cost or other basis and in¬ 
clude everything that caption? A. It says in parenthesis, 
do not include land or other non-depreciable property. 

Q. Now give the figure again, please. A. $1,470,- 
1455 939.81; depreciation allowed or allowable in prior 
years, $41,676.63; remaining cost or other basis to 
be recovered, $1,429,263.18; estimated life used in accumu¬ 
lating depreciation, 50 years; estimated remaining life 
from beginning of year, 48 years; depreciation allowable 
this year, $29,418.80. 

Mr. Stetson: No further questions. 

Mr. Denit: We have one. 

Redirect Examination 
By Mr. Denit: 

Q. Mr. Hutchinson, isn’t it a fact that pursuant to a de¬ 
mand of the General Services Administration, there was a 
refund of the income shown on that return for the year 
1943? 

1458 The Witness: I can say this, that the General 
Services Administration did definitely make a claim 

for refund for a pro rata portion of this rental income and 
was eventually paid by the Longfellow Building Corpora¬ 
tion. 

The Court: For those years that that report covers? 

The Witness: I am referring to this particular year’s 
rental income. The pro rata portion of this rental income 
was refunded to the General Services Administration by 
the Longfellow Building Corporation. 

By Mr. Denit: 

1459 Q. Now, directing your attention to Schedule J, 
which is the depreciation schedule, will you tell us 
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whether or not in the year 1951 the Bureau of Internal 
Revenue made an examination of the Longfellow Building 
Corporation’s books and records and required a readjust¬ 
ment of the depreciation? 

#***•##*## 

The Witness: The Internal Revenue Bureau did come in 
and make an examination of the books of the Longfellow 
Building Corporation, and as a consequence of this audit, 
reduced the value of the land and building as originally set 
up on the books by an amount of $439,500. 

By Mr. Denit: 

Q. What part of that $439,500 was involved in reducing 
the cost of the building? A. $259,500. 

1463 Thereupon— 

Harold Michael Filzgerald 

was called as a witness and, after having been duly 

1464 sworn, was examined and testified as follows: 

Direct Examination 
By Mr. Magee: 

Q. Mr. Fitzgerald, will you give us your full name, 
please, sir? A. Harold Michael Fitzgerald. 

Q. Where are you presently employed, Mr. Fitzgerald? 
A. General Services Administration, Public Buildings 
Service, Region 3, as Chief, Leasing Branch. 
#•#••••••# 

Q. Did you, pursuant to a subpoena, produce records or 
data from records of the General Services Administration? 
A. As a result of a subpoena I did produce data 

1465 from the records on file in the records unit. 

#•#••••••* 

Q. Now, would you please then give us the buildings 
which were released, the number of square feet involved, 
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and when they were released, if you have that material for 
the balance of the year 1940? A. The record commences 
with the buildings in existence on the date that I specified, 
and the first record of cancellations, abandonments, relin¬ 
quishments, or other giving up is as of June 30, 1941, so 
that the record tells us that during the first and last date 
certain buildings were given up, but it does not specify the 
date within that area upon which they were given up. 

Q. Well, within that area then, would you please 

1466 give us the buildings that were given up and the 
name of them, if you have it, and the number of 

square feet that was involved in each relinquishment? A. 
During that period the government ceased to occupy the 
Adams Building, 4,345 square feet. 

Q. Do you have any address for that building, Mr. Fitz¬ 
gerald? A. 1333 F Street, Northwest. 

The Denrike Building, 1010 Vermont Avenue, 1,889 feet. 
920 F Street— 

The Court: Nine what? 

The Witness: 920 F Street, Your Honor, 1,230 feet. 

1518 K Street, Northwest, 10,632 feet. 

1730 L Street, Northwest, 2,175. 

2005 P Street, Northwest, 860. 

Biggs National Bank, 14th and Park Boad, 9,915. 

913-15 G Place, Northwest, 1,330. 

The rear of 1333 G Street, Northwest, 15,000. 

203 Eye Street, 303 feet. 

1828 L Street, Northwest, 6,173. 

130 Q Street, Northeast, 19,000. 

1242 24th Street, Northwest, 13,200. 

616 Pennsylvania Avenue, Northwest, 660 square feet. 
The Winder Annex, 513 14th Street, 4,000. 

1420 Wisconsin Avenue, Northwest, 800 feet. 

1467 3501 12th Street, Northwest, 736 square feet. 

1714 14th Street, Northwest, 500 feet. 

1734 E Street, Northwest, 3,684. 

The D. C. Armory, 75,000 feet. 
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That is the end of the record for the period that I re¬ 
ferred to. 

By Mr. Magee: 

Q. Now, taking up from the period of June—I think 
vou said in June of 1941—will vou tell us what cancel- 
lations there were for the next fiscal year, if that is the 
way you keep your records, sir? 

«•**••***• 

Mr. Magee: I want from June 30 to June 30, 1942, if he 
has it. 

The Court: Very well. 

The Witness: During the vear from July 1, 1941 to 
June 30, 1942, the record provides that the government 
ceased to occupy the Magill Building, 809 G Street, 10,953 
feet. 

631 Pennsylvania Avenue, 775 feet. 

The Stewart Building, 402 6th Street, Northwest, 4,740 
feet. 

425 7th Street, Northwest, 7,000 feet. 

1468 1210 18th Street, Northwest, 4,045 feet. 

485 C Street, Northwest, 2,340 feet. 

Tenth and G Streets, Northwest—the record does not 
further identify the building—5,400 feet. 

Georgetown University, 2,000 feet. 

From the record, that appears to be the buildings for 
the period involved. 

By Mr. Magee: 

Q. Now, will you take the fiscal year commencing June 
30, 1942, and ending June 30, 1943, and please advise us 
whether there were any cancellations or giving up of space 
by the United States Government in the City of Wash¬ 
ington? A. For the period commencing July 1, 1942, to 
June 30, 1943, the record indicates that the government 
ceased to occupy 9th and Charming Streets, Northeast, 
60,000 feet. 
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1419 H Street, 5,515 feet. 

Investment Building, 15th and K Streets, Northwest, 
3,112 feet. 

1430 K Street, Northwest, 5,000 feet. 

1616 K street, Northwest, 5,S68 feet. 

Munsey Building, 1329 E Street, Northwest, 5,367 feet. 
924 New York Avenue, Northwest, 3,802 feet. 

The Portland Hotel, 1133 Vermont Avenue, 34,015 feet. 
The Printcraft Building, 930 H Street, 86,813 feet. 

928 5th Street, Northwest, 5,500 feet. 

1469 1918 10th Street, Northwest, 54,799 feet. 

1022 15th Street, Northwest, 7,200 feet. 

1047 31st Street, Northwest, 1,661 feet. 

203 Eye Street, Northwest, 645 feet. 

Your Honor, at this point may I make an explanation? 
The Court: Yes. 

Mr. Magee: Yes, Mr. Fitzgerald. 

The Witness: I believe the record will show that we va¬ 
cated the same building during a prior year. In this case 
the government apparently re-occupied the building and 
vacated it for a second time. 

When I refer to a building, I refer to a complete struc¬ 
ture and/or part of a complete structure. I have not at¬ 
tempted to identify one as compared to the other. 

1319 New York Avenue, 8,075 feet. 

1610 Park Road, Northwest, 68,632 feet. 

2509 Pennsylvania Avenue, Northwest, 514 feet. 

2529 Pennsylvania Avenue, Northwest, 7,876 feet. 

3213 Q Street, Northwest, 7,238 feet. 

Raleigh Hotel, 12th and Pennsylvania Avenue, 35,644 
feet. 

618 12th Street, Northwest, 466 feet. 

502 13th Street, Northwest, 2,595 feet. 

The Auth Building, 615 D Street, Southwest, 15,817 
feet. 

1772 Columbia Road, Northwest, 550 feet. 

D. C. Trucking Terminal—there is no further 

1470 address—5,502 feet. 
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1130 Maryland Avenue, Northeast, 500 feet. 

904 New Jersey Avenue, Northwest, 725 feet. 

1336 New York Avenue, Northwest, 5,207 feet. 

Tivoli Theater, 364 feet. 

1428 U Street, 12,750 feet. 

Gibson Garage, 1467 P Street, 3,100 feet. 

1490 L Street, 3,684 feet. 

1711—14th Street, Northwest, 9,303 feet. 

Ourisman Building, 610 H Street, 60,000 feet. 

That is the extent of the record for the period involved. 

By Mr. Magee: 

Q. Would you please turn to the next fiscal year, Mr. 
Fitzgerald, and give us the date of cancellations, relin¬ 
quishments, and abandonments of space in the City of 
Washington by the United States Government? A. Com¬ 
mencing with the date July 1, 1943, and ending June 30, 
1944, the government ceased to occupy the Carry Build¬ 
ing, 927 15th Street, 6,461 feet. 

1007-09 E Street, Southwest, 3,964 feet. 

1345 E Street, Northwest, 11,288 feet. 

Kellogg Building, 1416 F Street, Northwest, 10,032 feet. 
Securities Building, 729 13th Street, Northwest, 2,781 
feet. 

1020 Vermont Avenue, Northwest, 4,083 feet. 

62-68 L Street, Northeast, 20,397 feet. 

1471 607-17 Pennsylvania Avenue, Northwest, 27,853 

feet. 

470 Indiana Avenue, Northwest, 10,481 feet. 

1419 Irving Street, Northwest, 3,740 feet. 

#•«•«•*#*# 

The Witness: 1048 Potomac Street, Northwest, 8,056 
feet. 

1327 S Street, Northwest, 15,076 feet. 

2001-5 Virginia Avenue, Northeast, 4,315 feet. 

That is the record for the period stated. 
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By Mr. Magee: 

Q. Would you please turn to your records and give us 
the relinquishments, cancellations, and abandonments of 
space by the United States Government in the District of 
Columbia for the next fiscal year and identify it, Mr. Wit¬ 
ness? 

*•#•#••#*» 

1472 The Witness: Commencing with the period July 
1, 1944, and ending June 30, 1945, the government 

ceased to occupy 1435-37 K Street, Northwest, 30,000 feet. 
702 Florida Avenue, Northeast, 1,000 square feet. 

3500 Nebraska Avenue, Northwest, 1,000 square feet. 
628 Pennsylvania Avenue, Southeast, 1,100 feet. 

The Professional Building, 1225 New York Avenue, 
Northwest, 1,892 feet. 

521 15th Street, Northeast, 1,200 feet. 
*•*•#••**• 

1473 24 H Street, Northeast, 10,500 feet. 

705 21st Street, Northwest, 1,510 feet. 

That is the extent of the record for the period stated. 

By Mr. Magee: 

Q. Would you please refer to the next fiscal year and 
advise the Court what cancellations, relinquishments, and 
abandonments of space there were by the United States 
Government, and identify the year. A. I shall have 

1474 to furnish the figure in two parts rather than in the 
whole fiscal year. I withdraw that. I can furnish 

the figure through June 30, 1946. 

Q. Thank you. A. Commencing with the period July 1, 
1945, and ending June 30, 1946, the government ceased to 
occupy: 

The Atlantic Building, 928 F Street, Northwest. 

The Bond building, 14th Street and New York Avenue. 
Q. You didn’t give your square footage; do you have 
that? A. I am sorry. 
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38,337 refers to the Atlantic Building at 928 F Street, 
Northwest. 

Mr. Denit: 38,337? 

The Witness: Correct. 

The Bond Building— 

By Mr. Magee: 

Q. Do you have the address on that, Mr. Witness? A. 
14th Street and New York Avenue, Northwest. The gov¬ 
ernment had occupied 18,816 feet and progressively vacated 
it, with the final vacating being 4,202 feet. By that I mean 
that that was the last block that the government moved 
out of. 

Q. Did that complete the abandoned space? A. That 
would complete the abandonment of space and the lease. 
Incidentally, I don’t know that it is abandonment. The 
government ceased to occupy the building. 

1475 The Catlin Building, 1324 New York Avenue, 
2,664 feet. 

The Columbian Building, 416 5th Street, Northwest: 
The government commenced to vacate 12,691 feet, and the 
last block was 792 feet. Thereafter, the government no 
longer occupied any space in the building. 

The Court: Do I understand that the maximum number 
of square feet the government occupied in the Columbian 
Building was 12,691 feet? 

The Witness: That is correct, Your Honor. 

The Court: You didn’t give us the maximum in the 
Bond Building. You stated that they vacated 4,202 feet, 
the last vacating, but previous to that you did not give us 
the total area that they had in the Bond Building. 

The Witness: 18,816 feet. 

###••••#*• 

1476 A. 800 E Street, Northwest— 

Mr. Jackson: Was that E Street? 

The Witness: E like in Edward, 8,770 feet. 

801 E Street, 20,424 feet. 
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The Evans Building, 1420 New York Avenue, 2,666. 

The Evening Star Building, 11th and Pennsylvania 
Avenue, 6,433. 

1400 G Street, 11,191. 

The Hill Building, 837 17th Street, Northwest, 12,628. 

1415 K Street, Northwest, 5,374. 

The Portland Hotel, 1133 Vermont Avenue—I note that 
previously we indicated that the government had vacated 
the building in 1943. The record indicates that we there¬ 
after occupied it and vacated it in 1946 for the second 
time in the area of 24,749 feet. 

The Court: Do you know when you went back in after 
you vacated the first time? 

The Witness: Your Honor, I do not have the precise 
date, but I can give you the period if that will help. 
1477 The Court: Well, that would help some. 

The Witness: The government went in not before 
July 1, 1943, and not after June 30, 1944. 

In the Stewart Building at 402 6th Street, Northwest, 
the government re-occupied it not earlier than July 1, 
1944, and not later than June 30, 1945; and it vacated it 
sometime prior to June 30 1946, the area being 4,332 feet. 

The Transportation Building, 17th and H Streets, North¬ 
west, 6,729 feet. 

1512-20 14th Street, Northwest, 21,000 feet. 

1214 24th Street, Northwest, 2,694. 

920 E Street, Northwest, 27,439. There we had a pro¬ 
gressive giving up and the last block was 13,730 feet. 

3209 Highland Place, Northwest, 5,000 feet. 

Cathedral Mansion Center, 617 feet. 

416 Florida Avenue, Northeast, 550 feet. 

1217 Good Hope Road, Southeast, 612 feet. 

1510 H Street, Northwest, 10,485 feet. 

1600 Eye Street and its annex, Northwest, 10,028 feet. 

3040 M Street, Northwest, 25,192. 

1227 Pennsylvania Avenue, Northwest, 630 feet. 

2501 Q Street, Northwest, 65,840 feet. 
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1124 Vermont Avenue, Northwest, 440 feet. 

100 15th Street, Northwest, 800 feet. 

The Dupont Circle Apartment Building, 128,982 

1478 feet. 

The Greyhound Terminal, 1,113 feet. 

1202 Monroe Street, Northeast, 400 feet. 

The National Union Building, 918 F Street, Northwest, 
990 feet. 

823 Randolph Street, Northwest, 480 feet. 

1612 U Street, Northwest, 30,330 feet. 

306 9th Street, Northwest, 8,300 feet. 

1513-19 14th Street, Northwest, 8,361 feet. 

1526-28 14th Street, Northwest, 40,048 feet. 

2005 15th Street, 982 feet. 

443-451 Eye Street, Northwest, 16,554 feet. 

1623 L Street, Northwest, 15,550 feet. 

9th and Maine Avenue, Southwest, 3,900 feet. 

1224 22nd Street, Northwest, 35,426 feet. 

Dumbarton Oaks, 3101 R Street, 6,088 feet. 

1101 North Capitol Street, Northeast, 6,500 feet. 

1130 Connecticut Avenue, Northwest, 40,127 feet. 

4100 Georgia Avenue, Northwest, 8269 feet. 

1311 H Street, Northwest, 1,364 feet. 

731 H Street, Southeast, 2,096 feet. 

T-o-n-e-ris what seems to appear here, Toner School, 
24th and F Streets, Northwest, 10,375 feet. 

Georgetown University, 1,864 feet. 

The Old North Building at Georgetown University, 14,- 
074 feet. 

1479 1970 Eye Street, Northwest, 2,549 feet. 

640 K Street, 1,500 feet. 

1621 Q Street, Northwest—please strike that. That is 
not correct. 

The Court: Very well, sir. 

The Witness: 1711 Kalorama Road, Northwest, 8,000 
feet. 
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2118 Massachusetts Avenue, Northwest, 27,000 feet. 
S1S-20 13th Street, Northwest— 

*•*•••**#• 

A. The address on the 13th Street building is—I am 
sorry—the amount of feet on the 13th Street building is 
10,614 feet. 

And that is the extent of the record for the period stated. 
Q. Now, would you please turn to the next fiscal 

1480 year and give us the cancellations, relinquishments, 
and abandonments of space by the United States 

Government in the District of Columbia? A. The record 
that I have before me commences on October 26, 1946, 
and in regard to the fiscal vear then involved it would 
end on June 30, 1947. I have no record for the period 
July 1, 1945—that should have been 1946—to October 25, 
1946. 

Q. Will you give us what you have from the period of 
October on, please? A. 707 Mount Vernon Place, North¬ 
west, 4,500 feet. 

2 New York Avenue, Northwest, 28,000 feet. 

460 New York Avenue, Northwest, 19,000 feet. 

2215 5th Street, Northeast, 34,218 feet. 

The Central Public Library, Pennsylvania Avenue, 
Northwest, 2440 feet. 

The Moses Building, 11th and F Streets, Northwest, 
2,279 feet. 

The Municipal Center, 4,190 feet. 

1111 18th Street, Northwest, 6,244 feet. 

462 Indiana Avenue, Northwest, 39,414 feet. 

60 L Street, Northeast, 4,945. 

The Capital Garage, 1320 New York Avenue, North¬ 
west, 232,537 feet. 

The Mather Building, 916 G Street, Northwest, 

1481 64,000 feet. 

1242 24th Street, 359 feet. 

Mr. Denit: 24th Street? 

The Witness: Correct, two four. 
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Jefferson Junior High School, 33,272 feet. 

The Commonwealth Building, 1625 K Street, 1,717 feet. 

101 Indiana Avenue, Northwest, 9,929 feet. 

The Adams Building, 1333 F Street, Northwest, 4,345 
feet. 

1332 New York Avenue, Northwest, 18,000 feet. 

District National Bank Building, 1406 G Street, 1,172 
feet. 

430 Delaware Avenue, 11,156 feet. 

101 Indiana Avenue, 11,124 feet. 

Barr Building, 910 17th Street, 7,571. 

The Commercial National Bank Building, 1405 G Street, 
4,818 feet. 

2001 Connecticut Avenue, Northwest, 12,562 feet. 

The Darby Building, 905 E Street, Northwest, 5,464 feet. 

The Municipal Center, 43,254 feet. 

The Washington Building— 

Mr. Denit: Give that figure again, please. 

The Witness: 43,254 refers to the Municipal Center. 

Washington Building, 15th and New York Avenue, 
Northwest, 1,548 feet. 

141 12th Street, Northeast, 25,770 feet. 

1501 14th Street, Northwest, 21,263 feet. 

By Mr. Magee: 

1482 Q. Would you know the name of that building, 
Mr. Witness? A. In the 1500 block of 14th Street, 
I would not know the specific name. It is probably an auto¬ 
mobile showroom, or was probably built for an automobile 
showroom. 

The Court: You said Northeast, didn’t you? 

The Witness: Your Honor, the last address in North¬ 
east that I see here in the record is 141 12th Street, North¬ 
east. 

The Court: This 1501 14th Street is Northwest? 

The Witness: The Northwest section, Your Honor. 

1529 14th Street, Northwest, 9,877. 
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The Barber and Ross Building, 11th and L Streets, 
Northwest, 23,102 feet. 

The Central Public Library, Pennsylvania Avenue, 
Northwest, 7,714 feet. 

The Municipal Center, 1,374 feet. 

The Municipal Center, 30,554. 

1111 18th Street—Your Honor, the reference to the 
Municipal Center should not have been in terms of thirty 
thousand and some odd feet. 

The Court: What is the correct number of feet? 

The Witness: The Municipal Center appears once and 
the figure is 1,374. 

The Court: You mean that the reference that you gave, 
Municipal Center, 30,554 feet, is in error? 

The Witness: Yes, Your Honor. 

1483 The Court: Very well, that will be stricken. 

The Witness: 1111 18th Street, Northwest, 30,- 

554 feet. 

25th and G Streets, Northwest, 4,742 feet. 

101 Indiana Avenue, Northwest, 1, 187 feet. 

The Otis Building, 810 18th Street, Northwest, 13,441 
feet. 

The Washington Building, Northwest, 4,112 feet. 

1200 15th Street, Northwest, 1,052 feet. 

203 Bryant Street, Northwest, 1,311 feet. 

The District National Bank Building, G Street, North¬ 
west, 6,327 feet. 

316 F Street, Northeast, 10,000 feet. 

101 Indiana Avenue, 4,383 feet. 

1114 Vermont Avenue, Northwest, 3,351 feet. 

811 G Street, Northwest, 21,068 feet. 

The Darby Building, 905 E Street, 17,082 feet. 

The Earle Building, 13th and E Streets, Northwest, 
4,782 feet. 

60 Florida Avenue, Northeast, 30,688 feet. 

The International Building, 1319 F Street, 4,449 feet. 
101 Indiana Avenue, Northwest, 1,966 feet. 

1419 Park Road, Northwest, 9,568 feet. 
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601 Pennsylvania Avenue, 7,545 feet. 

The Washington Building, 1,328 feet. 

1507 14th Street, Northwest, 7,500 feet. 

1484 1909 Massachusetts Avenue, Northwest, 3,313 feet. 
The National Guard Armory, 19th and E Streets 

—I believe the “E” here refers to East Capitol Street, 
Southeast, 390,000 square feet. 

Mr. Jackson: What w T as that figure, again? 

The Witness: 390,000 feet. 

The Standard Oil Building, 261 Constitution Avenue, 
Northwest, 680 feet. 

The Washington Building, 1,089 feet. 

1509 14th Street, Northwest, 14,332 feet. 

3308 14th Street, Northwest, 12,801 feet. 

613 G Street, Northwest, 66,196 feet. 

1100 H Street, Northwest, 21,296 feet. 

1818 H Street, Northwest, 156,652 feet. 

The International Building, 1319 F Street, Northwest, 
2,145 feet. 

1625 K Street, Northwest, 4,768 feet. 

2301 Lawrence Avenue, Northeast, 43,981 feet. 

The Leary Garage, 2325 M Street, Northwest, 36,922 
feet. 

The Leiter Mansion, 1500 N Street and New r Hampshire 
Avenue, Northwest, 17,000 feet. 

Lincoln Building, 514 10th Street, Northwest, 7,7S8 feet. 
The Longfellow’ Building, Rhode Island Avenue and 
Connecticut Avenue, Northwest, 15,841 feet. 

The Central Public Library, Pennsylvania Ave- 

1485 nue, Northwest, 9,000 feet. 

And that is the extent of the record for the period 

stated. 

By Mr. Magee: 

Q. Would you please turn to the next fiscal year, Mr. 
Witness, and give us the cancellations, abandonments, and 
relinquishments of space by the United States Government 
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The Barber and Ross Building, 11th and L Streets, 
Northwest, 23,102 feet. 

The Central Public Library, Pennsylvania Avenue, 
Northwest, 7,714 feet. 

The Municipal Center, 1,374 feet. 

The Municipal Center, 30,554. 

1111 18th Street—Your Honor, the reference to the 
Municipal Center should not have been in terms of thirty 
thousand and some odd feet. 

The Court: What is the correct number of feet? 

The Witness: The Municipal Center appears once and 
the figure is 1,374. 

The Court : You mean that the reference that you gave, 
Municipal Center, 30,554 feet, is in error? 

The Witness: Yes, Your Honor. 

1483 The Court: Very well, that will be stricken. 

The Witness: 1111 18th Street, Northwest, 30,- 

554 feet. 

25th and G Streets, Northwest, 4,742 feet. 

101 Indiana Avenue, Northwest, 1, 1S7 feet. 

The Otis Building, 810 18th Street, Northwest, 13,441 
feet. 

The Washington Building, Northwest, 4,112 feet. 

1200 15th Street, Northwest, 1,052 feet. 

203 Bryant Street, Northwest, 1,311 feet. 

The District National Bank Building, G Street, North¬ 
west, 6,327 feet. 

316 F Street, Northeast, 10,000 feet. 

101 Indiana Avenue, 4,383 feet. 

1114 Vermont Avenue, Northwest, 3,351 feet. 

811 G Street, Northwest, 21,068 feet. 

The Darby Building, 905 E Street, 17,082 feet. 

The Earle Building, 13th and E Streets, Northwest, 
4,782 feet. 

60 Florida Avenue, Northeast, 30,688 feet. 

The International Building, 1319 F Street, 4,449 feet. 
101 Indiana Avenue, Northwest, 1,966 feet. 

1419 Park Road, Northwest, 9,568 feet. 


665 


601 Pennsylvania Avenue, 7,545 feet. 

The Washington Building, 1,328 feet. 

1507 14th Street, Northwest, 7,500 feet. 

1484 1909 Massachusetts Avenue, Northwest, 3,313 feet. 
The National Guard Armory, 19th and E Streets 

—I believe the “E” here refers to East Capitol Street, 
Southeast, 390,000 square feet. 

Mr. Jackson: What was that figure, again? 

The Witness: 390,000 feet. 

The Standard Oil Building, 261 Constitution Avenue, 
Northwest, 680 feet. 

The Washington Building, 1,089 feet. 

1509 14th Street, Northwest, 14,332 feet. 

3308 14th Street, Northwest, 12,801 feet. 

613 G Street, Northwest, 66,196 feet. 

1100 H Street, Northwest, 21,296 feet. 

1818 H Street, Northwest, 156,652 feet. 

The International Building, 1319 F Street, Northwest, 
2,145 feet. 

1625 K Street, Northwest, 4,768 feet. 

2301 Lawrence Avenue, Northeast, 43,981 feet. 

The Leary Garage, 2325 M Street, Northwest, 36,922 
feet. 

The Leiter Mansion, 1500 N Street and New Hampshire 
Avenue, Northwest, 17,000 feet. 

Lincoln Building, 514 10th Street, Northwest, 7,7SS feet. 
The Longfellow Building, Rhode Island Avenue and 
Connecticut Avenue, Northwest, 15,841 feet. 

The Central Public Library, Pennsylvania Ave- 

1485 nue, Northwest, 9,000 feet. 

And that is the extent of the record for the period 

stated. 

By Mr. Magee: 

Q. Would you please turn to the next fiscal year, Mr. 
Witness, and give us the cancellations, abandonments, and 
relinquishments of space by the United States Government 
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in the District of Columbia during that fiscal year? A. 
During the period July 1, 1947, to June 30, 1948, the gov¬ 
ernment ceased to occupy: 

1702-04 F Street, Northwest, 5,380 feet. 

101 Indiana Avenue, 97,203 feet. 

1114 Vermont Avenue, Northwest, 14,531 feet. 

The Lenox Building, 1523 L Street, Northwest, 22,924 
feet. 

The Municipal Center, 18,283 feet. 

The Normandy Building, 1626 K Street, 2,913 feet. 

The Sloan Building, 711 12th Street, Northwest, 27,400 
feet. 

The Washington Building, Northwest, 7,455 feet. 

532 17th Street, Northwest, 8,926 feet. 

S00 Connecticut Avenue, Northwest, 18,800 feet. 

The Commonwealth Building, 1625 K Street, Northwest, 
39,200 feet. 

The Courts Building, 310 6th Street, Northwest, 5,703 
feet. 

937 F Street, Northwest, 2,718 feet. 

1486 613 G Street, Northwest, 70,704 feet. 

1818 H Street, Northwest, 14,968 feet. 

The Premier Building, 718 18th Street, Northwest, 17,600 
feet. 

1757 K Street, Northwest, 24,000 feet. 

The Shoreham Building, Northwest, 8,499 feet. 

The Washington Building, Northwest, 5,480 feet. 

1200 15th Street, Northwest, 1,539 feet. 

1216 20th Street, Northwest, 16,947 feet. 

District National Bank Building, 1406 G Street, North¬ 
west, 8,182 feet. 

902-08 E Street, Northwest, 922 feet. 

1200 Eye Street, Northwest, 18,487 feet. 

1601 Eye Street, Northwest, 5,000 feet. 

1624 Eye Street, Northwest, 7,753 feet. 

The Interocean Building, 512 9th Street, Northwest, 
13,000 feet. 

1701 Kalorama Road, Northwest, 38,333 feet. 
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415 N Street, Northwest, 827 feet. 

The National Theater Building, 1325 E Street, North¬ 
west, 16,513 feet. 

The Standard Oil Building, Constitution Avenue, North¬ 
west, 51,332 feet. 

1436-38 U Street, 37,835. 

#•••*###•• 

1487 The Witness: The Arlington Hotel, 1025 Ver¬ 
mont Avenue, Northwest, 52,790 feet. 

The Burchell Building, 817 - 14th Street, 12,189. 

By Mr. Magee: 

Q. Is that Northwest, Mr. Witness? A. To my personal 
knowledge, that is in the northwest section of the city. 

The Central Public Library, Pennsylvania Avenue, 
Northwest, 4,414. 

1114 Vermont Avenue, Northwest, 8,718. 

1700 Kalorama Road, Northwest, 14,258. 

1701 Kalorama Road, Northwest, 18,803. 

1724 Kalorama Road, Northwest, 20,472. 

The Metropolitan Club, 1712 H Street, Northwest, 7,068. 
1350 R Street, Northwest, 28,540. 

Sparks Garage, 21st Street, Northwest, 82,729. 

The Washington Building, Northwest, 6,222. 

433 - 3rd Street, Northwest, 20,189. 

810-818-7th Street, Northwest, 10,102. 

513 - 26th Street, 2,725. 

517 - 26th Street, Northwest, 5,000 feet. 

1488 The Longfellow Building, 53,329 feet. 

2000 Massachusetts Avenue, Northwest, and 205 
P Street, Northwest, a total of 12,816. 

The National Press Building, 55,376. 

The Willard Building, 513-515 - 14th Street, Northwest, 
26,685. 

509 - 14th Street, Northwest, 6,540. 

1021 -14th Street, Northwest, 29,316. 


1489 1424 K Street, Northwest, 11,250. 

The same building, 21,750. 

1328-30 New York Avenue, Northwest, 8,274. 

The Tower Building, 14th and K Streets, Northwest, 
19,969. 

The Washington Building, 4,023. 

1930 - 10th Street, Northwest, 17,027. 

1015 - 14th Street, 25,549. 

Q. Is that also Northwest, Mr. Witness? You didn’t 
mention that. A. To my personal knowledge, that building 
is in the northwest section of the city. 

610 - 17th Street, Northwest, 4,692. 

1220-19th Street, Northwest, 39,120. 

1216 - 20th Street, Northwest, 2,180. 

Commercial National Bank, G Street, Northwest, 9,977. 
The Daily News Building, 1322 New York Avenue, 
Northwest, 16,043. 

222 Express Court, 9,009. 

1709 L Street, Northwest, 19,751. 

The Longfellow Building, 379. 

The McRevnold’s Garage, 42,645. 

1530 P Street, Northwest, 260 feet. 

The Victor Building, 1724 -9th Street, Northwest, 28,466. 
The Washington Loan & Trust Building, 9th & F Streets, 
Northwest, 3,039. 

1490 824 - 7th Street, Northwest, 10,683. 

1930 - 10th Street, 39,611. 

Q. Is that also Northwest? You didn’t mention that. 
A. It is in the northwest section of the city, to my per¬ 
sonal knowledge. 

1424-16th Street, Northwest, 12,285. 

The Appeals Building, 426 - 5th Street, Northwest, 691 
feet. 

Fidelity Storage Building, 1420 U Street, 18,532. 

Q. Is that also in the northwest section, Mr. Witness? 
A. Yes. 

1114 Vermont Avenue, Northwest, 6,051. 
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The Washington Building, Pennsylvania Avenue, North¬ 
west, 5,589. 

1840 - 14th Street, Northwest, 29,475. 

1200-15th Street, Northwest, 3,764. 

506-510 - 26th Street, Northwest, 21,480. 

520-26th Street, Northwest, 13,489. 

In the case of those two buildings, the United States 
Government did not cancel, abandon, relinquish or other¬ 
wise give them up. The two buildings burned down. 

The Longfellow Building, Rhode Island Avenue, North¬ 
west, 654 feet. 

800 Connecticut Avenue, 3,178. 

1114 Vermont Avenue, Northwest, 3,370. 

1491 1823 L Street, Northwest, 5,230. 

2303 - 14tli Street, Northwest, 66,597. 

1022 - 15th Street and 1506 L Street, Northwest, 7,200. 

1253 - 23rd Street, Northwest, 8,276. 

The De Moll Building, 12th & G Streets, Northwest, 
14,698. 

1114 Vermont Avenue, Northwest, 2,020. 

The Moses Building, 11th & F Streets, Northwest, 95,099. 

1114 Vermont Avenue, Northwest, 5,997. 

2117 E Street, Northwest, 14,097. 

The Harbor Garage, 9th & H Streets, Southwest, 16,896. 

1114 Vermont Avenue, Northwest, 4,181. 

57 L Street, Southeast, 14,876, and that is the record 
for the period stated. 

Q. Would you turn to the next fiscal year, Mr. Witness, 
and tell us what cancellations, relinquishments and abandon¬ 
ments of space there were by the United States Government 
in the District of Columbia? A. During the period com¬ 
mencing July 1, 1948 and ending June 30, 1949, the govern¬ 
ment ceased to occupy 411 South Capitol Street, 12,055 
feet. 

The Washington Building, 10313. 

The Washington Building, 2,583. 

401-411 South Capitol Street, 22,728. 
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The same address, 12,915. 

The same address, 11,860. 

1492 The same address, 15,720. 

The same address and the same footage. 

The Washington Building, 239 feet. 

The Central Public Library, 15,760. 

The same building, 260 feet. 

807 Channing Place, Northeast, 29,774. 

1620 M Street, 47,415. 

Q. Is that also in the northwest area, Mr. Witness? A. 
To my personal knowledge, that building is in the north¬ 
west area of the city. 

60 L Street, 500 feet. 

Mr. Stetson: How about that building? 

The Witness: The record does not indicate and I have 
no current recollection of that address or what building 
it applies to. 

The Premier Building, 6,130 feet. 

Bv Mr. Magee: 

Q. Is that in the northwest area, Mr. Witness? A. It 
is, to my personal knowledge. That is the Premier Apart¬ 
ment Building located on 18th Street between G and H 
Streets, Northwest. 

2513 M Street, 2,224 square feet. 

Q. Is that also Northwest? It would be helpful, if you 
have that information, if you would give it. A. The in¬ 
formation I just read is from the record. To 

1493 my personal knowledge, that building is in the north¬ 
west section of the city. 

The Hamilton National Bank Building, 4,100 feet. 

1415 - 22nd Street, 8,000 feet. 

1333 G Street, Northwest, 15,000 feet. 

1021 - 14th Street, 19,068 feet. 

Q. Is that also Northwest? A. To my personal knowl¬ 
edge, that building is in the northwest section of the city. 
Commercial Bank Building, 1,424 feet. 
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Terminal Warehouses 2 and 3, 31,000 feet. 

The Washington Building, 4,774 feet. 

The Walker Building, 62,010 feet. 

Q. Is that building also in the northwest section, Mr. 
Witness? A. To my personal knowledge, it is located in 
the 700 block of 15th Street, between New York Avenue 
and H, Northwest. 

That is the extent of the record for the period stated. 

Q. Would you turn, please, to your next fiscal year and 
give us the cancellations, relinquishments and abandon¬ 
ments of space by the United States Government in the 
District of Columbia? A. Commencing with the period 
July 1, 1949 through June 30, 1950, the government ceased 
to occupy the Central Public Library, 450 feet. 

The Washington Building, 546 feet. 

1494 1735 New York Avenue, 9,968 feet. 

1825 H Street, Northwest, 3,000—that figure is 
in error. The figure is 399 feet. 

The Hutchins Building, 6,816 feet, and that is the ex¬ 
tent of the record for the period stated. 

Q. Would you please turn to your next fiscal year and 
tell us what cancellations, relinquishments and abandon¬ 
ments of space there were by the United States Govern¬ 
ment in the District of Columbia? A. For the period com¬ 
mencing July 1, 1950 and ending June 30, 1951, the gov¬ 
ernment ceased to occupy 400-402 - 11th Street, Southwest, 
4,896 feet. 

414 - 21st Street, Northwest, 582 feet. 

Union Station, 3,000 feet. 

The Premier Building, 4,469 feet. 

No. 1 Thomas Circle, 4,705 feet. 

1430 South Capitol Street, 6,279 feet. 

2600 - 26th Street, 12,445 feet. 

1612 K Street, 3,366 feet. 

1307 - 4th Street, Northeast, 5,000 feet. 

60 L Street, Northeast, 4,445 feet, and that is the ex¬ 
tent of the record for the period stated. 
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Q. Would you please give us the cancellations, relin¬ 
quishments and abandonments of space by the United 
States Government in the District of Columbia for the 
next fiscal year? A. For the period July 1, 1951 

1495 to June 30, 1952, the government ceased to occupy 
1430 South Capitol Street, 11,558 feet. 

The same address, 20,945 feet. 

The Standard Oil Building, 11,334 feet. 

801 E Street, 23,533 feet. 

1740 G Street— 

Q. Is that Northwest, Mr. Witness? A. That, to my 
personal knowledge, is in the northwest section of the city 
—345 feet. 

1430 South Capitol Street, 6,279 feet, and that is the 
extent of the record for the period stated. 

Q. Would you please give us the cancellations, abandon¬ 
ments and relinquishments by the United States Govern¬ 
ment of space for the next fiscal year in the District of 
Columbia ? A. Commencing with the period July 1, 1952 
and ending June 30, 1953, the government ceased to occupy 
228- 1st Street, Northwest, 30,940 feet. 

The Willard Building, 1,255 feet. 

The Central Public Library, 6,048 feet. 

The Commercial Bank Building, 9,834 feet. 

The Cafritz Building, 11,169 feet. 

Q. Is that the new Cafritz Building here in the northwest 
section of the City of Washington, Mr. Witness? A. 

1496 To my personal knowledge, it is the building which 
is located at 1625 IT Street, Northwest, which build¬ 
ing was constructed not too long ago. 

Q. Did you give the square footage on that? A. 11,169 
feet. 

Q. Thank you. A. 6th Street, Northwest,—the record 
does not refer to it as a building. It indicates an area 
of 2,450 feet, and I have no personal knowledge with rela¬ 
tionship to such an address. 

The Cafritz Building, 8,010 feet. 
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The Courts Building, 5,703. 

1712 G Street, Northwest, 68,150 feet. 

501 and 513 - 26th Street, Northwest, 19,475 feet. 

Your Honor, may I make a statement? 

The Court: Yes. 

The Witness: The United States Government ceased to 
occupy that building by virtue of a lease. Title to the 
address 501 and 513 - 26th Street passed to the United 
States Government during the period herein stated, or here¬ 
tofore stated, and the United States Government occupies 
the building now by virtue of ownership. 

623 D Street, Northwest, 1,400 feet. 

1320 G Street, Northwest, 34,720 feet. 

1614 K Street, Northwest, 1,340 feet. 

The Willard Building, 1,548 feet. 

1497 510 - 26th Street, Northwest, 5,403 feet. 

901 - 16th Street, Northwest, 6,604. 

510-26th Street, Northwest, 2,900 feet. 

1126-21st Street, Northwest, 80,928 feet. 

500-26th Street, Northwest, 4,525 feet. 

The La Salle Building, 47,690 feet. 

1329-33 20th Street, Northwest, 47,000. That figure is 
incorrect. The correct figure is 43,769. 

The Cafritz Building, 1,200 feet. 

1430 South Capitol Street, 10,465 feet. 

1737 L Street, Northwest, 15,611 feet. 

The Cafritz Building, 21,060 foet. 

1331-41 U Street, Northwest, 76,307 feet. 

The Barber & Ross Building, 23,102 feet. 

The Hurley Wright Building, 68,000 feet. 

2516 Q Street, Northwest, 17,400 feet. 

1612 K Street, Northwest, 1,340 feet. 

The Continental Hotel Garage, 6,582 feet. 

The Central Public Garage, S,029 feet. 

That is the extent of the record for the period stated. 
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By Mr. Magee: 

Q. Can you tell us where the Willard Building is located, 
Mr. Witness? A. I know of a Willard Building on 14th 
Street between E and F, but I cannot state emphatically 
that it and the Willard Building herein referred 

1498 to are one and the same building. 

Q. Can you tell us where the La Salle Building 
is located that you have mentioned by name? A. The La 
Salle Building is located at Connecticut Avenue and L 
Street, in the northwest section of this city. 

Q. You mentioned, without giving a location, the Com¬ 
mercial National Bank Building. Is that also in the north¬ 
west section? A. I know of a Commercial National Bank 
Building at 14th and G Streets, in the northwest section. 
I do not know for a certainty that this document refers to 
the same Commercial National Bank Building. 

Q. Can you tell us where the Hamilton National Bank 
Building is located that was mentioned in this report? A. 
My answer there would be identical to the Commercial 
National Bank Building. 

Q. Will you please turn to your next fiscal year and 
tell us what cancellations, abandonments and relinquish¬ 
ments of space there were by tbe United States Govern¬ 
ment in the District of Columbia? A. The record before 
me does not describe that type of action for the follow¬ 
ing fiscal year. 

Q. You do not have those figures; is that correct, sir? 
A. I do not have those figures for the fiscal year that 
would have followed the fiscal year that I just read 

1499 from the record. 

Q. Do you know in fact that there have been can¬ 
cellations in that period, without knowing of the amount 
of space involved? A. I can ascertain from the record 
before me the cancellations which took place between June 
30, 1953 and December, 1953. 

Q. Would you give us those cancellations, please? A. 
514 V Street, Northeast—regarding that address, the gov- 
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ernment ceased to occupy it during the period stated. The 
address contains 13,500 feet. 

623 D Street, Southwest, 47,838 feet. 

The Hutchins Building, 24,063 feet. 

The Corcoran School, 11,350 feet. 

Mr. Fruit: What was that school, sir? 

The Witness: C-o-r-c-o-r-a-n. 

By Mr. Magee: 

Q. Isn’t that at 13th and K Streets, or am I wrong, sir? 
A. To the best of my knowledge, the school referred to 
there is located somewhere in the vicinity of 28th and M, 
about the beginning of Georgetown. 

G. All right, sir. A. 1st and M Streets, Northeast, 
32,930 feet. 

1st and M Streets, Northeast, 7,760 feet. 

Warehouses 2 and 3, 1st, K and L Streets, North- 
1500 east, 27,330 feet. 

The Moses Building, 100,450 feet. 

Q. Is that in the northwest section, sir. A. To my per¬ 
sonal knowledge, that building is located in the northwest 
section of this city. 

12th Street Southwest, 426-28-30, 830. That figure is 
incorrect—8,385 feet. 

2117 E Street. Northwest, 14,097 feet. 

1st and M Streets, Northeast—the next five relinquish¬ 
ments, including the figures I will now give, relate to the 
same building—20,955, 11,980, 24,490, 37,215, 51,738. 

The Walker Building, 130 feet. 

1345 E Street, Northwest, 7,544 feet. 

1337-43 E Street, Northwest, 47,422 feet. 

Q. Isn’t that the Munsey Building? A. It is not the 
Munsey Building. 

Q. Is it the National Theatre Building? A. It is not the 
National Theatre Building. 

Q. Do you know the name of that building? A. It is 
generally referred to as the old Washington Post Building. 






Q. Thank you, sir. A. The Washington Building, 16,- 
057 feet. 

805 Channing Place, Northeast, 53,892 feet. 

That is the extent of the record for the period 
1501 heretofore stated. 

*••••••##• 

1513 Q. With regard to this long list that you read in 
response to Mr. Magee’s questions, does this repre¬ 
sent the total space given up, for one reason or another, 
by the Federal Government for the periods involved? A. 
I believe it does. 

Q. And is that list a true picture of the needs of the 
Federal Government for office space during this period? 

1514 The Witness: The list does not reflect the needs 
for office space. It reflects what the government 

gave up or in some way or other ceased to occupy during 
that particular period. Regarding the needs of the gov¬ 
ernment during the period—actually we are talking about 
a rather long period there. 

By Mr. Stetson: 

1515 Q. Well, let us limit your answer, then, to the 
period from 1940 to 1943, let’s say the end of 1943. 

• *••**#*•• 

The Witness: I have before me a chart which was pre¬ 
pared for use of the Real Estate Division by the same 
people I referred to a while back as the records unit. It 
shows that as of 1940, the United States Government oc¬ 
cupied in the District of Columbia and the metropolitan 
area four and I will call it three-quarter million feet, and 
that at the end of 1943, they occupied just short of seven 
million feet. 

• •••#•**•• 

Q. So between 1940 and the end of 1943, the govern¬ 
ment had increased rented space by some two and a quarter 
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million square feet? A. This chart indicates that the gov¬ 
ernment increased the space. 

Q. And that chart is a part of your records, sir, or drawn 
from your records? A. It is drawn from the records of 
the Real Estate Division. 

1516 Q. What brought about this tremendous increase 
in the square feet rented by the government in that 
period that you have just referred to? 

*«•*#•##•• 

The Witness: If I may answer your question by per¬ 
sonal experience, it is my recollection that such buildings 
as I leased during that period, that is, the request for 
the lease was brought about by either expansion—let me 
state it this way—principally by the coming into being of 
such agencies as the Office For Emergency Management, 
the Office of Price Administration, the War Production 
Board, the Office of War Information, the President’s Com¬ 
mittee on Fair Employment Practice. That is my recol¬ 
lection on the leases that I handled. That was a great 
need, a great number of requests for additional space that 
I handled or had knowledge of certainly in 1943. 
##*♦#♦*#•• 

1518 By Mr. Magee: 

Q. Would it be a fair statement to say that the great 
majority of these buildings which you have described 

1519 as having had leases cancelled out on them were 
buildings used for office purposes? A. I cannot in¬ 
terpret your statement a great majority, I will say that 
there are certainly as many of any one kind as there are 
of another in that list. There are office buildings that were 
given up and there are other kinds of buildings that were 
given up. 


► 
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1527 Mr. Magee: Will you call Mr. Roy Thurman, 
please. 

Thereupon— 

Roy S. Thurman 

was called as a witness, and being first duly sworn, was 
examined and testified as follows: 

Direct Examination 

By Mr. Magee: 

Q. Mr. Thurman, would you please give us your full 
name.? A. Roy S. Thurman. 

• #*##••••• 

Q. Were you residing in the District of Columbia in 
1939 and 1940? A. I was, sir. 

1528 Q. Would you please tell us, Mr. Thurman, what 
is your business or occupation? A. I am a licensed 

real estate broker, appraiser, and a licensed auctioneer in 
the District. 

• *•#*••••• 

1530 Q. Prior to his death in 1942 did you know a 
Mr. Sherman F. Mittell? A. I knew him very well, 
sir. 

Q. And did you have any connection with the corpora¬ 
tion known as the National Home Library Foundation? 
A. I did, sir. 

Q. What was your connection with the National Home 
Library Foundation? A. I believe I was one of its origi¬ 
nal incorporators. I served as an officer of the corpora¬ 
tion. I believe I held the title of vice president. I also 
held the title of director and— 

Q. How long were you an officer and director, Mr. Thur¬ 
man? A. Until about April, 1940, I believe. 

Q. Going back, can you tell us what business functions 
during the time you were a director or an officer of the 
National Home Library Foundation it engaged in? A. 
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Well, essentially its business functions were that of pub¬ 
lishing and distributing books for sale. 

Q. What type of books did you contemplate selling, and 
in what particular form were they to be sold in respect 
to types of books that were on the market when you 
organized the foundation? A. Well, if I understand your 
question, you want to know what the intention was at the 
time the foundation was organized. 

1531 Q. No, I want to know whether the books that 
you published were different from books that had 

been published theretofore. A. They were different in 
form. The original books published by the Foundation 
were what might loosely be described as paper-backed 
books, paper-bound books, whereas, normally, book distri¬ 
bution is considered as being that of case-bound books. 

Q. And was this purpose to sell these books at a lower 
price than books that were on sale at that time of the same 
type, Mr. Thurman? A. Well, as of the inception of the 
Foundation there were practically no paper-bound books 
sold in this country except those that were imported. 

Q. And you would produce certain types of books in 
paper bound volumes for sale, is that so, sir? A. That’s 
correct, sir. 

Q. Can you tell the Court what prices you were trying 
to sell these paper-bound books at in the market at that 
time? A. We were attempting to have them retailed at 15 
cents per volume. 

Q. Did you have any higher prices in mind for other 
types of paper-bound books at that time? A. Not 

1532 at that time, sir, I don’t believe. 

Mr. Stetson: What time are we speaking of, if I 
may inquire, Your Honor? 

Mr. Magee: From the time of its inception to April of 
1940. 

The*Witness: I should like to correct my answer, if that 
is the case. I assumed you were talking about the early 


years. Subsequently, in about 1934 or ’35—my memory 
is not too good—we did produce case-bound books, but 
they were of a much cheaper construction than the normal 
case-bound books that were sold, and those were retailed 
at a quarter. 

Q. (By Mr. Magee) What were you doing with these 
books, were you selling them? A. Yes, sir. 

Q. Tell the Court some of the places where you attempted 
to sell these books. A. Well, these books were sold 
through newsstands, through drugstores, through depart¬ 
ment stores, through book stores, almost every one 
1533 of the real estate—the merchandising outfits that 
we could persuade to handle them. 

Q. And was there any measure of profit between what 
you were offering to sell these paper-bound books to your 
retailers and what was to come back to the Foundation? 
A. Well, in individual cases there certainlv was. Obvi- 
ously, when a book is, say, of 96 pages in length, that would 
cost much less to produce than a book that was 250 pages 
in length. Whereas, the actual 250-page book might not 
show a profit over and above the manufacturing cost, the 
96-page one well might, and we hoped to equalize that 
spread. 

• ••**••••• 

Q. Then there was an effort on the part of the officers 
and directors of the National Home Library Foundation 
to obtain a profit from these sales of books, was there not, 
Mr. Thurman? 

Mr. Stetson: Objection, Your Honor. I think the wit¬ 
ness has already testified “to equalize.” 

The Court: You have already asked him that. 

Mr. Magee: I want to make it clear for the record. 

• •#*•*•••# 

Q. Was there any profit motive involved in these sales? 
A. There was, to the extent that we certainly needed 
a revolving fund to continue the original enterprise. 
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1534 The original enterprise was made possible largely 
because of the advance of considerable amount of 

credit on the part of printers. 

Q. Did there come a time when you and Mr. Mittell ever 
discussed the assembling of some property at Connecticut 
Avenue and Rhode Island Avenue for the purpose of con¬ 
structing an office building? A. Yes, sir. But I would 
like to add that that, if my memory serves me correctly, 
was not a Foundation enterprise at its inception. 

Q. Well, please tell us what was the conception, and 
how did the plan to assemble this property and build an 
office building at Connecticut Avenue and Rhode Island 
Avenue, N. W., come into being? A. Well, originally 
Mittell and I had discussed the relative merits of the Idea¬ 
tion because of its central location, and we viewed it 
simply as a plain realty project. Shortly after that w T e 
took an option on the corner, alone. In the interim Mittell 
was discussing with REA the possiblities of there being 
potential lesses for a completed building. That’s ap¬ 
proximately that way it w T ent. 

Q. Did there come a time in connection with that venture, 
which you said was started by you and Mr. Mittell as a 
pure real estate venture, when a corporation was formed 
for the purpose of building the building? A. There 

1535 was, sir. 

Q. What was the name of the corporation that was 
formed for that purpose? A. The Longfellow Building 
Corporation. 

Q. Did you hold any position up until 1940 with the 
Longfellow Building Corporation? A. I did. I was one 
of the original incorporators. I believe I was vice presi¬ 
dent. I can’t recall now what my actual title was. 

Q. Would you please tell the Court what the original 
plan of stock division was in this corporation between you 
and Mr. Sherman F. Mittell? A. Our original plan was 
for each of us to have 50 per cent of it, excluding a certain 
amount of treasury stock that we felt we would need for 
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bargaining purposes for us, in helping to defray architec¬ 
tural expenses, and so on. 

Q. And did negotiations continue on the basis you have 
described with the REA in an effort to get a government 
lease of this proposed building when built? A. Yes, sir. 

Q. Were you at all familiar with those negotiations— 
take any part in them? A. I wasn’t taking active part 
in them. I was familiar with them only from the daily 
reports that Mittell made to me. 

1536 Q. Did there come a time when it was found neces¬ 
sary, if such did occur, to bring in some entity or 

person with capital to aid in carrying out this plan to 
build an office building on this site, you have described, 
sir? A. Yes, but that was a necessity that was indicated 
right from the start. 

Q. What was the necessity that was indicated from the 
start? A. The necessity of getting somebody who had 
sufficient credit to provide for the safeguards normally 
that construction mortgagors and lenders asked for—com¬ 
pletion bonds, things of that nature. 

Q. Would you tell the Court what efforts were made to 
secure this financial assistance that you know of, prior to 
April of 1940? A. I know that I, myself, spent many 
months in an attempt to locate somebody that would fit 
that description. 

Q. Did you have any rejections during that period of 
time? Did you have any rejections from the persons you 
approached for financial assistance? A. The fact that I 
wasn’t successful in finding any would indicate tliev were 
all rejections. At least from my experience. 

Q. And you, yourself, undertook to assist in the obtain¬ 
ing of this financial assistance, did you not, sir? 

1537 A. I spent months in New York to that purpose, 
without avail. 

Q. Did you spend any time in the District of Columbia 
seeking assistance, as well? A. I certainly did, sir. 

Q. And will you tell the Court whether or not you were 
successful in your District of Columbia negotiations in 
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obtaining any financial assistance for this real estate 
project? A. I was unsuccessful, and in fact it was diffi¬ 
cult to get anybody in the District to listen to the proposal. 

Q. Were you familiar with financial conditions at that 
time in the real estate market in so far as risk money 
was concerned, Mr. Thurman? A. I certainly so consider 
it. 

Q. Would you please tell the Court what you remember 
as being the financial and economic condition that existed 
in 1939 and 1940 when this real estate venture was in the 
making? 

1538 The Witness: Well, as far as the pertinence to 
Longfellow is concerned, the best answer that I can 
give is that the very corner we are talking about 

1539 had a very large sign, “For Sale or Rent,” for, I 
believe, a period of a year and a half or two years 

before we made the purchase. The property was owned 
by the New York Life Insurance Company * * * 

Mr. Stetson: Object to that statement, Your Honor. That 
is strictly a hearsay statement—“They tried hard to get 
a buyer.” We don’t know how hard New York Life tried, 
and I don’t think this witness does. 

The Court: What do you base that on? 

The Witness: The very fact that there w r as no activity 
in Washington at the time. Prices were depressed. 

The Court: The objection is sustained. The remark will 
be stricken. 

By Mr. Magee : 

Q. Continue describing the economic conditions as they 

existed, as you knew them, at that time, Mr. Thurman. 

• «***#•*#* 

1540 The Witness: Well, in the light, certainly, of what 
has happened today, things were very definitely in 

the doldrums. We felt at that time—when I say “we” 
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I am speaking of Mittell—that things were at their lowest 
ebb. 

By Mr. Magee : 

Q. Did there come a time when an effort was made to 
obtain the financial assistance in this real estate venture 
of the Mount Vernon Mortgage Corporation? A. There 
did, but I didn’t participate in that activity. 
**####**## 

1541 Q. Do you remember how much of the original 
stock that was issued by the Longfellow Building 

Corporation was issued to you—the number of shares, Mr. 
Thurman? A. I believe it was either 800 or 850 shares. 
There is a little doubt in my mind as to whether it vras 
800 or 850. 

Q. Did there come a time in April or near the 1st of 
April, or prior thereto, of 1940, when you made a decision 
to get out of this venture? A. Yes, sir. 

Q. At that time was anything owed you by any of the 
interested parties, including the National Home Library 
Foundation, for any services that you had rendered in con¬ 
nection with the venture? A. Yes. As of that time the 
National Home Library Foundation owed me a consider¬ 
able amount of money that I had advanced in its behalf, 
and also salary which -was frequently not forthcoming. 

• *#«#*###* 

1542 Q. Did you perform any services prior to April, 
1940, to the National Home Library Foundation? 

A. I certainly did. 

Q. How long had you worked for the Foundation prior 
to April, 1940? A. From its inception. 

• #####*### 

1543 Q. Would you please tell us what executive posi¬ 
tion, then, Mr. Thurman, you held in the Founda¬ 
tion, and w'hether there was an agreement, whether it be 
oral or written, that you were to be paid anything for the 
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services you rendered in that capacity. A. The Foundation 
itself was actually operated by two people—myself, and 
Sherman Mittell, besides the services of a stenographer 
and a porter. We actually operated the whole enterprise. 
We tried to get a drawing account. Frequently the funds 
weren’t there. If I had records, which I do not have, and 
if my memory were better, I would be able to tell you in 
exact dollars and cents how much the Foundation owed me, 
not what they felt they owed me—how much they actually 

owed me. My memory now seems to tell me- 

1544 Mr. Stetson: Objection, Your Honor, to his an¬ 
swering that. 

The Court: The objection is sustained. What we are 
trying to find out now is what the work was that you did 
for the Foundation. 

The Witness: I completely managed the publication of 
all of the books produced by the Foundation. I was re¬ 
sponsible for their sale and for their distribution, for han¬ 
dling the whole transaction. 

######••*• 

The Court: Did they agree to pay you so much a month, 
or what was the arrangement? 

The Witness: Well, there were just—there were just two 
of us individuals, one, Sherman Mittell, who, incidentally, 
was my first cousin. We didn’t agree to pay each other any 
stipulated salary. We drew what we needed, which was 
always very little. 

• **#**•••• 

1547 Q. Who controlled the activities of the corporation? 

A. The activities of the corporation were controlled 
by myself and Mittell. 

Q. Do I understand you to say that you advanced money 
on behalf of the Foundation, yourself? A. I did, for vari¬ 
ous travel expenses. I traveled all around the country 
in an attempt to get these books in the various department 
stores and book stores. 
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Q. Can you tell this Court what your best recollection is 
of how much you advanced in that fashion or in any other 
fashion to the Foundation? A. My best recollection is 
that the actual figure arrived at when I made a trans- 
1548 fer of Longfellow shares was the amount that the 
Foundation owed me. 

Q. In advances? A. In advances. 

Q. Can you tell us from your recollection what that 
amount was? A. Five thousand dollars. 

Q. Did there come a time in April when you withdrew 
from the Longfellow Building venture and made a settle¬ 
ment with the National Home Library Foundation with re¬ 
spect to this claim which you had against them for com¬ 
pensation for services rendered? A. There did, sir. 

Q. Mr. Thurman, I show you what has been marked as 
Mittell Defendant's Exhibit No. 1, an agreement. I ask 
you to look at it and tell us whether you can identify it. 
A. Yes, sir. 

Q. Would you please tell the Court what that agreement 
is. A. This was an agreement that I was a party to at the 
time that I resigned from the Foundation and resigned 
from the Longfellow Building Corporation, made a trans¬ 
fer of 600 shares of the stock that I held, to the Foundation, 
and in return received the sum of $5,000. 

• ##***••«• 

1550 Mr. Magee: It is an agreement in settlement and 
compromise, Your Honor. 

The Court: I understood you to say that you had ad¬ 
vanced money for travel and that you said you had ad¬ 
vanced $5,000; wasn’t that your testimony? 

1551 The Witness: That is the best of my memory, yes. 

By Mr. Magee: 

Q. Now, Mr. Thurman, this agreement also provides for 
you turning back shares of stock of the Longfellow Build- 
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ing Corporation to the Foundation. Would you give this 
Court your best recollection as to how many shares of 
stock you returned to the Foundation under this agree¬ 
ment? 

Mr. Stetson: Your Honor, the agreement speaks for itself. 
Mr. Magee: It doesn’t name the number of shares, Your 
Honor. 

The Court: Well, I think the record book shows, but you 
may answer it if you can. 

The Witness: Yes, as of this particular—as of the time 
of the signing of this agreement I turned back 600 shares 
and agreed, if I recall correctly, to turn back 50 more 
shares, which were to be issued to me. 

By Mr. Magees 

Q. And you subsequently turned back those 50 shares, 
as well? A. I believe I did, sir. 

Q. As the owner of that stock on April 1st of 1940, would 
you please tell the Court what in your opinion was the 
value of that stock on that date ? 

Mr. Stetson: Objection, Your Honor. 

The Court: The objection is overruled. 

1552 The Witness: I think the stock had a purely nomi¬ 
nal value. 

###***•••• 

1553 Cross Examination 

By Mr. Stetson : 

Q. Mr. Thurman, did the Foundation do anything 

1554 other than publish or cause to be published books 
and the distribution of those books? Did you en¬ 
gage in any other enterprise? A. Only activities that were 
collateral thereto. 

Q. Such as-. A. Oh, such as tie-ins with movies, such 

as radio programs. 

Q. What were the radio programs, sir? A. Well, we ran 





a radio program for a year. We conducted one for a period 
of about a year. 

Q. When was that ? A. I believe that was in 1933 or ’34. 

Q. What was the program! A. The program was called 
the American Fireside series. 

The Court: The American Fireside series? 

The Witness: Correct, Your Honor. 

By Mr. Stetson : 

Q. Tell us about it. A. Do you want a description of the 
program ? 

Q. Yes. A. Well, the program w T as based around a central 
character who was considered as a genial host, who in¬ 
vited to his home each week a different guest, who was 
famous or renowned for his contribution to the field 
1555 of art, or science, or literature, or politics, and a 
very homey atmosphere was attempted, to bring 
about a discussion that would be of public interest. 

Q. Was there an educational theme connected with these 
programs! A. We thought so, certainly. 

Q. That was the purpose of the programs? A. That was 
our attempt. 

Q. You mentioned the tie-ins with movies. In what re¬ 
lation did you operate, in that respect? A. Well, for ex¬ 
ample, here in the District I would go down to Keith’s and 
ask them to contribute their theater of a Saturday morning, 
would work with one of the local newspapers who would 
advertise the books, and we would have a direct tie-in. 
For example, we would dig up an old print of Alice in 
Wonderland, and anybody that would send in 15 cents to 
the newspaper, get a copy of Alice in Wonderland, which 
was the price at which it was sold, it would entitle them 
to a free ticket to the movie. In that way the movie got 
a lot of free publicity, the newspaper got publicity, and 
w r e achieved the distribution of books. That’s just one. 
There were many, many variations on that theme; one, 
incidentally, I am very proud of. 
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Q. Tell us about that, sir. A. I say that was one I was 
very proud of. 

1556 Q. Did you ever distribute any books free to the 
schools and hospitals or prisons or any other insti¬ 
tutions of that nature? A. That was never done while I 
was connected with the Foundation, no. We couldn’t af¬ 
ford to. 

Q. That is the reason why it was not done? A. Had no 
funds for the purpose. No, I can’t speculate now, might 
be a myriad number of reasons why we might not do it, 
although I do recall distinctly that the late Justice Bran- 
deis, who was very much interested in this program, al¬ 
ways stoutly maintained that good arithmetic required 
that people pay for what they get—pay something for what 
they get. 

Q. Why was Brandeis interested in this venture? A. 
Well, I think that would be rather presumptuous for me 
to try and answer, sir. 

Q. You didn’t know why he was interested? A. I can 
guess a number of reasons why he might be. 

Q. Didn’t you get him interested in it? A. Not origi¬ 
nally, no. Mittell was the first one to interest him. I vis¬ 
ited Justice Brandeis, oh, almost once every two or three 
weeks for a period of years. 

Q. He never told you why he was interested in it? A. Ob¬ 
viously, he was interested in anything that might be con¬ 
ducive to extend the reading of good books, and 

1557 this enterprise basically was an attempt to do that, 
as is all publishing ventures. 

Q. Mr. Thurman, don’t you want to qualify that state¬ 
ment a little bit? A. No. There may be—I don’t think 
so—there may be a profit motive involved, but I think all 
publishers are deserving of praise. 

Q. You think all publishers print good books? A. I think 
any book is a good book as long as it creates a discussion, 
arouses an opinion. 
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Q. During the time that you were acting as a director 
was there a profit motive in the National Home Library 
Foundation? A. Well, that’s peculiarly worded, as far 
as the National Home Library Foundation is concerned. 
We certainly attempted to get money back on the sale of 
our books. Otherwise our enterprise was ready to be buried 
the day after it started. 

Q. Yes, but think you used the phrase, “profit motive,” 
in connection with publishers. Was there a profit motive 
in connection with the operation of the National Home Li¬ 
brary Foundation? A. In the large sense I suppose so. 
Strictly speaking, we were a corporation organized not for 
profit. That is, profit for distribution to stockhold- 
1558 ers or investors, or anything of that sort. 

Q. Was there any stock in the Foundation? A. No, 
there was not, there was not, but if there were any solid 
return of money, certainly those who were responsible for 
the effort were entitled to decent compensation, and that 
is something we never got. 

Q. I think you are misconstruing my question, sir. 

Mr. Magee: He is answering your question. 

By Mr. Stetson : 

Q. Was there any motive for the Foundation to make 
profit here? Was that the moving force behind the Founda¬ 
tion? A. Well, if you want my opinion, yes, because a 
greater profit would have given us a wider scope for expan¬ 
sion, so that one hand would wash the other. We couldn’t 
extend the distribution of our books as greatly, let me 
say, with a small return, as we might have had the return 
been larger. 

Q. And any profit that you might have made would have 
been poured into the expansion of the venture? A. It would 
have been poured first, I believe, into an increased salary. 

Q. Beyond the point of the just compensation? A. Cer¬ 
tainly not, but just compensation is a very wide field. 
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1559 Q. Pardon? A. Just compensation is a very wide 
field. 

Q. Beyond the point of just compensation for services 
rendered, where would the profit have gone? A. Well, I 
think that would be looking for more profit than we could 
ever hope for. 

Q. What was the nature of your differences with your 
cousin Mittell, causing you to resign from the Foundation 
in 1940- 

Mr. Magee: I don’t think there is any relevancy to his 
difficulty, as to why he resigned. 

Mr. Stetson: We won’t know, Your Honor, until we have 
the answer. 

Mr. Magee: That is a collateral issue, Your Honor. 
The Court: You brought out yourself that he was dis¬ 
connected with the Foundation at some time. I overrule 
the objection. You may answer. 

The Witness: There were personality differences, purely. 

By Mr. Stetson : 

Q. Could you expand on that a little bit, Mr. Thurman? 
A. I would rather not, certainly; my memory is not too 
good now. As of the time I might have been able to. 

• **•*••••• 

1560 Q. What caused you to resign from the Foundation 
in 1940? What were the differences leading to your 

resignation, the differences between you and your cousin 
Sherman Mittell? A. Let me say that we became incom¬ 
patible. 

Q. What was the incompatibility? A. I can’t answer that 
question at this time. 

Q .Why not, sir? A. Because my memory is very foggy 
on the subject. 

Q. You don’t remember, sir? 

Mr. Magee: The witness has said he doesn’t remember. 
The Court: He may answer it as far as he remembers. 
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By Mr. Stetson : 

Q. Could it have been that Mr. Mittell was idealistic and 
wanted everything of value to accrue to the Foundation, 
while you saw commercial possibilities in the small books 
and were inclined to drop the altruistic nature of 
1561 their work and proceed on a plainly commercial scale ? 

A. That was something that was discussed from 
very, very early in the game, but, if I may elaborate on that 
subject- 

Q. I wish you would, sir. A. Well, Mittell had every 
good right and reason to be altruistic, so could I, if some¬ 
body was going to foot the bill. But somebody had to foot 
the bill. And there weren’t any funds. And the only way 
that you could get funds was by a profit, which is what 
we attempted to get out of those books so that we could 
establish a reservoir of funds to operate with. Further¬ 
more, I require three meals a day. I can’t get along on two. 
***•#*••*• 

1563 Q. The Foundation never gave any books away; 
is that correct, sir? A. Not as a foundation, no, sir. 

• ***##••*• 

1565 Q. What is your present employment, sir? A. I 
think I have already testified to that when I was 
first sworn in. I am a real estate broker, appraiser, auc¬ 
tioneer, land developer. 

Q. "Where are your offices? A. In the Barr Building. 

Q. Do you still have independent income? A. I do. 

Q. That is the same independent income we referred to 
previously? A. It is not. 

Q. What is it? 

Mr. Magee: Is his present independent income of inter¬ 
est to this case, Your Honor? It seems to me it is a little 
irrelevant. 

The Court: Why would you want to go into his inde¬ 
pendent income? It doesn’t seem to me to have anything 
to do with this. 
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1566 Mr. Stetson: Do I understand that Mr. Magee is 
objecting to that question, Your Honor? 

Mr. Magee: Yes. I don’t see any relevancy to it. 

The Witness: I object to it if he doesn’t, if I have the 
right to. 

The Court: Well, I suppose on the issue of credibility 
you may ask him questions about his occupation and his 
location and all that. Would you mind stating whether it 
is from a business or- 

The Witness: No. Most of it is directly from real es¬ 
tate operations, Your Honor, purchase and development of 
ground, buildings, from the purchase and sale of real es¬ 
tate securities. 

The Court: In short, it is from the kind of business that 
you are now in ? 

The Witness: Correct, Your Honor. j 

| 

By Mr. Stetson : 

Q. In other words, these are commissions earned? A. 
Sometimes they are commissions. Sometimes they are 
profits accrued from a successful enterprise. 

Q. Do you earn any salary, sir? A. I do. 

Q. What is that salary? 

Mr. Magee: I object to this. I still think it is getting 
far afield. I brought this witness in for one purpose, as 
to what he thought this stock was worth in 1940 

1567 when he gave it up, and that is all. 

The Court: Are you asking for the amount or do 
you 'want to know who employs him or just what ? 

Mr. Stetson: I would like to know all the details about it, 
Your Honor. The witness seems reluctant to tell us any¬ 
thing about his income. I think it may be of some value 
to the Court. 

Mr. Magee: I don’t think we should go on a fishing ex¬ 
pedition on the man’s income, Your Honor, at this late 
date. He was called in to testify about a transaction which 
he had in April, 1940. ! 


I 
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The Court: Mr. Magee, that is understood, but at the 
same time there is a rule regarding questions concerning 
credibility. 

Would you state who your employer is, if you have one? 

The Witness: Well, among my other sources of income, 
I am employed by the Longfellow Building Corporation. 

By Mr. Stetson : 

Q. What is your salary, sir? A. I would prefer not to 
answer that unless I am compelled to. I don’t care to have 
my income made public unless the Court insists. 

The Court: Well, the Court overrules the objection. You 
may answer. 

The Witness: My salary is $7,500 per annum. 

By Mr. Stetson : 

Q. When were you first employed by the Longfel- 
1568 low’ Building Corporation? A. I believe it w’as in 

1950. 

Q. 1950? A. I believe so, ’49 or ’50. 

Q. What is your position there, sir? A. My position is 
that of a man Friday to the president. 

Q. Assistant to the president of the Longfellow Build¬ 
ing Corporation; is that correct, sir? A. Correct. 

Q. And w’ho is that person ? A. Mr. Robert T. Highfield. 

Q. For how many years was that employment to run, sir? 
A. For a period of 10 years. 

Q. You say you never had any discussion with Mr. Mittell 
concerning the purposes of the Longfellow’ Building in re¬ 
gard to the National Home Library Foundation? A. None 
that stand out in my mind, no, sir. 

Q. Does it refresh your memory, then, sir, if I state that 
perhaps you and Mittell discussed the Longfellow Build¬ 
ing as a commercial venture that would provide income 
for the Foundation through its ownership of a part of the 
capital stock of the Longfellow’ Building Corporation? 
A. Yes, it does refresh my memory, now T that you bring it 
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up. I am sure that what Mittell wished was to give a 
portion of his stock in this venture, which was aborn- 

1569 ing as of the time of our discussion, to National 
Home Library. 

Q. Isn’t it a fact, sir, that Mr. Mittell was an idealist and 
that he often stated to you that he wanted everything he 
had to go into the Foundation? A. If you say he was an 
idealist, I will agree with you. 

Q. Mr. Thurman, didn’t the Foundation work with the 
Carnegie Endowment for International Peace at one time? 
A. I think that question is very poorly worded. No, we 
never worked with them. We certainly had an association 
with them. 

Q. Tell us about that association, sir. A. The association 
was a very simple one. The Carnegie Endowment for In¬ 
ternational Peace was interested in extending the reading 
public in foreign countries of books printed in English, 
and as a means of implementing that program, they bought 
from the National Home Library Foundation, as they did 
from other publishers, numbers of books which were mailed 
directly to addresses, to lists of people that the Carnegie 
Endowment had garnered as being people who had a read¬ 
ing knowledge of English. 

The Court: And the Carnegie paid for those? 

The Witness: The Carnegie paid for the books. They 
paid the postage. They paid a service charge for the han¬ 
dling of them. In other words, it was a sale in bulk but 
delivered to a number of individuals rather than books 
delivered to one spot. 

1570 By Mr. Stetson : 

Q. Isn’t it a fact, Mr. Thurman, that in the year 
1937 you distributed books free of charge to the tune of 
$50,974.20? A. That I do not know, sir, and I can’t say that 
it was true because I don’t know. 

Q. Would you say it was untrue, sir? A. To the best of 
my knowledge and to the best of my memory, I would say 
it was definitely untrue. 
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Q. And did you ever submit any statement to anybody 
that the Foundation had so operated? A. I would certainly 
doubt it. I can’t imagine why I would. 

Mr. Stetson: I ask that this be marked Plaintiffs’ Ex¬ 
hibit No. 28. 

(Photostatic copy of letter, dated April 30, 1938, ad¬ 
dressed to Commissioner of Internal Revenue, signed by 
Roy S. Thurman, with attachment thereto, was marked 
Plaintiffs’ Exhibit No. 28 for identification.) 

By Mr. Stetson : 

Q. Mr. Thurman, I show you Government’s Exhibit 
No. 28 and ask you if you can identify that, sir? A. Yes. 
It certainly looks like my signature. 

Q. Your signature appears on the first page of the ex¬ 
hibit? A. Yes, sir. 

Q. That is, the photostatic copy of a letter-. 

1571 A. Yes. 

Q. Dated April 30, 1938, and addressed to the 
Commissioner of Internal Revenue; is that correct? A. 
That is right. I don’t believe that I dictated the letter, 
but my signature definitely appears on it. 

Q. And what is the first sentence in that letter, sir? 
A. “We are enclosing herewith itemized statement as re¬ 
quested in your letter of April 1, 1938.” 

Q. I ask you to turn to the next page, and I ask you if 
that is not the enclosure that you sent with that letter? 
A. That I cannot testify to, sir. 

Q. I ask you to refer to the expenses on that statement 
attached to this letter and see if the figure of $50,974.20 is 
not itemized as an expense and identified as free distribu¬ 
tion? A. That appears on this sheet, yes, but I certainly 
didn’t make this up. 

Q. Are you denying, sir, that you submitted this state¬ 
ment to the Bureau of Internal Revenue? A. I am not 
denying anything at all. I have never seen this statement 
before. The signature I can certainly testify to as being 
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my own. The locution in the letter is not mine. It is a 
typical Sherman F. Mittell letter, which may give you an¬ 
other reason why I was anxious to leave the National Home 
Library Foundation. 

Q. Mr. Thurman, isn’t it a fact that you swore to 

1572 this letter before you subscribed? A. Oh, I don’t 
know whether it was before or after. I presume it 

■was before, otherwise the notary wouldn’t have put his sig¬ 
nature under it. 

Q. In other words, it is, “Notarized, subscribed and 
sworn to before me this 30th day of April, 1938,” is it 
not, sir? A. It appears to be. 

Mr. Stetson: Your Honor, I offer in evidence Plaintiffs’ 
Exhibit No. 28. 

The Court: Will you show it to these gentlemen? 

Mr. Stetson: They have seen it, Your Honor. 

Mr. Magee: Is that all the letter, without further identi¬ 
fication to the enclosure, Your Honor? The witness has 
said he doesn’t remember the enclosure at all and can’t 
identify it. It was not prepared by him. I have no objec¬ 
tion whatever to the first page of this going in evidence, 
but he will have to identify who prepared the second sheet, 
if you want to offer it in evidence. 

********** 

1573 The Court: The objection is overruled. Plaintiffs’ 
Exhibit No. 28 is admitted. 

(Photostatic copy of letter, dated April 30, 1938, ad¬ 
dressed to Commissioner of Internal Revenue, signed by 
Roy S. Thurman, with attachment thereto, previously 
marked Plaintiffs’ Exhibit No. 28 for identification, was 
received in evidence.) 

Mr. Magee: For the record, may the exhibit have two 
numbers, Your Honor, the first page and then the exhibit 
on the back for identification purposes? 
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The Court: It has already been marked 28, and the main 
sheet attached says it has an attachment, so I don’t think 
it is necessary to give it two numbers. 

*•***••••• 

1576 Q. Mr. Thurman, I show you Government Exhibit 
No. 29 and ask you if you can identify it, sir? A. I 

have never seen it before. I can certainly identify Ben 
Grey’s signature. 

Q. Doesn’t the exhibit also show that the letter was 
written on the letterhead of the National Home Library 
Foundation ? A. That is correct. 

Q. You had no knowledge of this letter at any time be¬ 
fore today? A. No, sir. 

1577 Q. And your letter of April 30, 1938 was sent with 
no knowledge of this letter of March 22,1938; is that 

correct, sir? A. It is correct insofar as my memory is con¬ 
cerned. I do not remember. 

Mr. Stetson: Your Honor, I offer Exhibit 29 in evi¬ 
dence. 

Mr. Magee: May it please the Court, I submit that that 
exhibit is not admissible. The witness never remembers 
having seen it. It was signed by Ben Grey. It could have 
been sent when he was out of town. 

Mr. Jackson: May it please the Court, may we note an 
objection here also. The document which is now offered, a 
photostatic copy of which has been provided, bearing date 
March 22, 1938—the very last line says: “We are attach¬ 
ing herewith one of our recent catalogues together with a 
statement of income and expenditures of 1937.” The sheet 
which is attached to the document that was offered as Plain¬ 
tiffs ’ Exhibit No. 28 is a statement of income and expendi¬ 
tures for the year 1937. We call Your Honor’s attention 
to the fact that the photostat which we have, and I presume 
it is like the one that is in Your Honor’s hands, does not 
itself indicate that the statement which becomes a part of 
Plaintiffs’ Exhibit No. 28 is physically a part of the sheet 
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or actually attached to the sheet, the first sheet of Plain¬ 
tiffs’ Exhibit No. 28. So that at this stage there is no evi¬ 
dence, other than the certificate which you have, that the 
document which is the second page of Plaintiffs’ Ex- 

1578 hibit No. 28 was not in fact attached to the document 
which is, I believe, Plaintiffs’ Exhibit No. 29, and for 

lack of identification and the lack of the original of those 
documents, evidence that the second sheet of Plaintiffs’ 
Exhibit No. 28 was originally a part of that one, we object 
to it as insufficiently proved and therefore incompetent. 
##*•#*•••• 

The Court: Well, now, I have just glanced at this 

1579 exhibit marked Plaintiffs’ Exhibit 29 for identifica¬ 
tion. Where is the reference to that; is it the last 

paragraph, Mr. Jackson? 

Mr. Jackson: Yes, Your Honor, the very last line. 

The Court: It simply says, “We are attaching here¬ 
with one of our recent catalogues together with a statement 
of income and expenditures of 1937.” 

Mr. Jackson: Yes, Your Honor. You will note that the 
document which is attached to Plaintiffs’ Exhibit No. 28, 
that is, the second page of it, bears that exact, precise 
title. I might add that there is no showing here that the 
original of these documents aren’t available, and my friend, 
with all respect to him, is attempting to substitute for 
proof the simple proposition that we may argue some¬ 
thing to the contrary. We simply say it. is an elementary 
principle of evidence upon which we rely. 
**••*##*•• 

1582 Mr. Magee: We again move that the Court strike 
from the record at this time, in the absence of fur¬ 
ther proof, the attachment contained to Plaintiffs’ Ex¬ 
hibit No. 28 because the certificate does not certify that 
this statement of income was an enclosure with the letter 
which they have identified. It merely states, “I certify 
the annexed as a true copy of a letter, with statement of 







income expenditures of the year 1937 of this organization 

attached,” attached to this certificate. That is all that 

is, Your Honor. It doesn’t tie it in as an enclosure. 

• #**#*•##• 

1583 The Court: Would you like to say something, Mr. 
Jackson? 

Mr. Jackson: Yes, Your Honor. 

I would like very much, on behalf of the defendants we 
represent, to join in the motion to strike from the record 
the second sheet of Plaintiffs’ Exhibit No. 28 for the reasons 
indicated. 

The Court: The motion is denied as to 28. 

1585 Mr. Magee: I submit, Your Honor, that this is 
not competent to be received in this fashion. He has 

handed it to the witness to see whether it can refresh his 
recollection as to something he has done. He said he 
doesn’t recall. 

The Court: The witness has identified the signature 
and he has identified the letterhead of the Foundation. 

Mr. Magee: May I respectfully suggest that the Court 
has excluded this tax exempt status. I attempted to put 
it in myself, but Your Honor has excluded it and removed 
it as irrelevant. This is the file. 

The Court: You offered something that was dated some 
year very recent, Mr. Magee, as I recall it, following the 
date that the officers testified that they had terminated 
these activities of the Foundation; is that not correct? 
Mr. Magee: And the letter to remove this tax exempt 
status dating all the way back to December of 1943. 

1586 I proposed to show Your Honor exactly what the tax 
status of this corporation was and what the Bureau’s 

official rule was, and Your Honor wouldn’t permit me to 
do it. 

The Court: This is the first time I have heard about 1943, 
and I don’t think that is in the record. 
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Mr. Stetson: These exhibits are not introduced in evi¬ 
dence to show tax status. These exhibits clearly set forth 
in the words of the trustees the purposes an dobjects of the 
Foundation, and we have offered in evidence no letters from 
the Bureau of Internal Revenue concerning their action on 
these statements. We don’t think it is material Whether 
the Bureau of Internal Revenue decides or not whether 
these people are exempt. It is for the Court to decide 
whether this was in fact a charitable corporation. We think 
that the statements of these trustees bear on that issue, 
and that is the purpose for introducing these exhibits at 
this time. 

Mr. Jackson: May it please the Court, in view of the last 
statement made by counsel for the plaintiff, I think very 
clearly this exhibit may not be admitted without the en¬ 
closures. In the first place, it is incomplete. It is sub¬ 
mitted for that purpose. It recites that “I attach hereto 
a copy of the charter and by-laws, together with a list of the 
educational publications which the Foundation has 
1587 issued.” We don’t know what charter or what by¬ 
laws were attached, and we submit that under those 
circumstances this exhibit is incomplete and can’t prove 
anything of any value. It would be inadmissible for that 
purpose alone. 

Secondly, of course, I don’t think it would be admissible 
as to the defendants we represent because it is not admis¬ 
sible as an admission against interest as to us. It is not 
anv fact to which this witness has testified to other than the 
mere, bear fact that that is the signature of Sherman F. 
Mittell. 

#*•***•••• 

1591 Thereupon 

Albert Irvin Cassell 

was called as a witness and, after having been duly sworn, 
was examined and testified as follows: 



Direct Examination 
By Mr. Magees 
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Q. Mr. Cassell, would you give us your full name, please, 
and keep your voice up so everyone in the courtroom can 
hear you. A. Albert Irvin Cassell. 
*###*##•** 

1592 Q. Mr. Cassell, how old are you? A. I will be 
59 years old on June 25 of this year. 

Q. Mr. Cassell, what is your profession, sir? A. I am 
an architect with considerable engineering experience and 
practice, as well as a practice in architecture. 

Q. And where have you maintained and over what period 
of time your offices as an architect in the District of 
Columbia? A. In the District of Columbia, since the year 
1920 I have maintained architectural offices with engineer¬ 
ing appendages in three places: 

At Howard University; at 1903 14th Street; and since 
1948 at 3922 Hayes Street, Northeast, Washington, D. C. 

Q. Mr. Cassell, would you tell us, please, what your edu¬ 
cational background is, where you have gone to school, what 
university, sir. A. I am an architect from Cornell Uni¬ 
versity at Ithaca, New York. 

Q. And when did you leave Cornell University? A. I left 
Cornell University in 1917 to go in the Army. 

Q. Were you commissioned in the Army of the United 
States? A. I was. 

♦ ##*###**# 
1596 By Mr. Magee : 

Q. What was your next architectural and engineering as¬ 
signment work after that, sir? A. Beginning in 1920 I came 
to Howard University. My first assignment there was to 
act again as an associate architect with Mr. William Hazel, 
who had moved from Tuskegee to Washington, on a build¬ 
ing for Howard University and the Department of Interior, 
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which was then known as the home economics building and 
new dining hall. 

Before the design of this building was completed, Mr. 
Hazel left Howard University and thereafter I became the 
architect for Howard University and the head of its De¬ 
partment of Architecture, which I established with Mr. 
Hazel. 

For a period of 18 years thereafter I did all of the phy¬ 
sical improvements at Howard University, which were the 
following buildings: 

Their medical school, their alterations to the old medical 
school to house the colleges of dentistry and phar¬ 
macy; 

1597 Their gymnasium, armory, and athletic field; 

Their three women’s dormitories; 

Their classroom building; 

Their chemistry building; 

The surveys for the United States Bureau of Mines to 
determine heat, light and power requirements for both 
Howard University and Freedman’s Hospital, and the 
calculations of those surveys and the presentation of the 
justification for a solution to these problems as over and 
against the contention of the Potomac Electric Power Com¬ 
pany whose object was to prevent current being generated. 
This involved not only presentations before the Bureau of 
Mines, before the United States Bureau of the Budget, and 
the various committees of Congress, resulting in a decision 
for the position which I took, and the subsequent appropria¬ 
tions for a heat, lighting and power generating plant for 
which I was the architect. 

I also did the three-mile underground walking tunnels 
which connected the power plant at Howard University 
with the various buildings. 

At the onset of the depression, the Budget Bureau com¬ 
missioned me to do force account work to make work for 
men at Howard University where the actual funds were 
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turned over to Howard University, and we expended the 
funds without benefit of competitive bidding. 

The last job that I did at Howard University was 

1598 their library. 

While at Howard University, I also did their pro¬ 
gram of 20-year expansion, working with the United States 
Bureau of Education, the trustees of Howard University, 
and with the General Education Board, and the Rosenwald 
Foundation, that arrangement being on the basis that the 
Congress would take care of the physical improvements if 
Howard University could find some way to acquire the 
additional land required for the 20-year program, the 20- 
year building program which I had laid out and which 
was adopted by the Department of the Interior, the United 
States Bureau of Education, and by the Congress, and 
these foundations. 

In this connection, I made a detailed appraisal of the 
property I considered necessary that Howard University 
acquire in its immediate neighborhood. It involved about 
200 parcels of property. I made the detailed appraisals and 
surveys of what I considered the cost of these properties. 
And I made arguments before the General Education Board 
and the Rosenwald Foundation for the money, as a result 
of which these two foundations together contributed some¬ 
thing over $1,200,000. 

Thereafter, the trustees of Howard University gave me 
the job of directing the acquisition of these properties with 
three separate real estate offices working under my di¬ 
rection, they being the real estate department of the Mun- 
sey Trust Company, and the office of Edward 

1599 Knouse, and the office of Charles S. Muir. 

We acquired about 102 pieces of property and 
placed those properties in Trust No. 203 in the Munsey 
Trust Company for the benefit of Howard University, and 
worked out an arrangement with the Assessor’s Office of 
the District of Columbia and the Congress which extended 
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the charter provisions of Howard University with respect 
to the amount of revenue, nontaxable revenue, that they 
could get from buildings rented by them. 

The last building I did at Howard University was its ; 
library. 

All the buildings I did at Howard University, all the j 
work I did, so far as the construction costs, amounted to 
about $5,000,000 over this period of 18 years, together 
with the projection of their program as it is going on today, i 
the projection of their building program as it is going on 
today. 

After leaving Howard University in 1938, I established j 
my architectural office at 1903 14th Street, and there had 
an 18-place architectural and engineering office, equipped 
with a drafting room for 18 persons, together with the 
clerical staff that goes -with it. And in this place I did 
essentially the following work—I might go back again j 
to -while I was at Howard University. I was not on a 
salary but I was under contract. I made surveys with 
reference to the state of health of colored persons in Balti- j 
more under the direction of Doctor J. M. T. Finney, i 
of Johns Hopkins Hospital, and Doctors Fisher 
1600 and Pincoffs of the University of Maryland. As a j 
result of that, a campaign was put on to secure j 
money. We secured from the Rosenwald Foundation, from 
the Rockefeller Foundation, and from contributions in Bal¬ 
timore, about $600,000 in cash, and was given the job of 
reconstructing the old Union Memorial Hospital on Divi¬ 
sion Street in northwest Baltimore for purposes of use by 
the colored people, and training those people in medicine ! 
and nursing by the people of Johns Hopkins Hospital. I 
did the building and its complete equipment, and for 20 ! 

years thereafter I w’as a trustee of Provident Hospital 
in Baltimore. 

I also made the same type of survey -with reference to 
negro health requirements for the city of Richmond—I 
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must explain not for the city, but for that negro hospital 
there which was tied in with the city. I made the survey 
for this negro hospital there. 

Also, while in Howard University, I made the complete 
designs for the first of the types of towns which were 
thereafter called, “Greenbelt towns,” on this 500-acre 
piece of property which I had bought personally on the 
Chesapeake Bay. 

This included not merely preliminary sketches, but com¬ 
plete drawings made at my expense for all the facilities of 
the town, including of course roads, storm and sanitary 
sewage, electrical generation distribution, all buildings, 
both community and private, and made arrange- 

1601 ments with the Costigan Company of New York, 
the manufacturers of oriental rugs, to buy machine 

processes to train negroes in this sort of manufacture. 

This project was approved by Mr. Ickes, as Administrator 
of the Public Works Administration, for an initial loan of 
$10,000,000. But it never went ahead because of the racial 
opposition to a town of that type set down in the middle 
of Calvert County at that time. 

Beginning in my office in 1903 14th Street, we did public 
school work for the District of Columbia of the type of 
the Margaret Murray Washington Vocational High School 
where we did not only the building but all of its equipment 
of every description. 

We also did public housing. I did four major public 
housing projects for the Federal Public Housing Adminis¬ 
tration, one of which is known as James Creek Housing 
Development located in Southwest Washington. 
«#****••*• 

1602 We also did the Sollers Point Project for the 
Government in Baltimore. We did the Carver 

Project for the Government in Virginia. 
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By Mr. Magee: 

Q. Do you know the number of units that are involved? 
A. In all of those combined, those that were actually done, 
I imagine there were about 800 units in those. 

We laid out a 1,500-unit development for the Govern¬ 
ment on Philadelphia Road, but there again that did not 
go ahead because of the opposition to its location at that 
point. 

We purchased, ourselves—and when I say “We,” I mean 
I did—I just don’t want to say “I”—I purchased, took an 
option, on Benning Race Track in Washington, D. C., an 
area of some 62.4 acres. And on that, beginning in 1938, 
we projected the first of the high grade self-supporting 
developments for rental purposes for colored people. And 
after six years’ effort and being turned down 30 times in 
our attempts to obtain a loan in other money necessary to 
consummate such a project, we did succeed. And between 
1942 and 1945 we built there a 594-familv unit develop¬ 
ment known at Mayfair Mansions. 

On the balance of this property- 

Q. How many buildings are in that and how many 
heating plants are in that 594-unit? A. There are 17 
buildings and 4 central heating plants. 

On the balance of this property, which is about 
1603 32 acres on the Anacostia River and 4 acres of first 
commercial property on Kenilworth Avenue, we 
designed through the contract drawing and specification 
stage an additional 538 family units and two schemes for 
a shopping center on a three-acre Kenilworth Avenue site, 
one of which schemes was a part of an eight-story apart¬ 
ment hotel which at that time the R.F.C. thought might be 
needed to solve certain problems of high type racial housing 
of people who were being brought in of the darker races 
from all over the world. 

None of those things in the matter of the eight-story 
building have ever been built. We vrent through a long 
period of negotiations with R. F. C. 





In addition to the things that I have mentioned, I have 
acted as an analyst for responsible contractors on a great 
many commercial ventures. This duty as an analyst was 
spread over the problems of the cost of the acquisition of 
properties in downtown Washington, the projected cost 
of developing those properties for office buildings and other 
uses, and the projected income from such properties. 

I have also made designs for shopping centers, other than 
those in which I hoped to have a personal interest, such 
as a shopping center for Fairlington where I made the 
preliminary designs for Alan Mills who was the architect. 
We have been associated on commercial jobs where our 
name does not appear as a principal. 

1604 At the present time I am involved in the final 
state of negotiations in three developments with very 
responsible consulting engineers and contractors, which 
will total about $23,000,000 in cost. Two of these are con¬ 
cerned with the Government and are of a confidential 
nature. One of them is for the State of Maryland and is 
not confidential. It is really an armory for the Morgan 
State College in Baltimore. 

Q. Mr. Cassell, have you ever done any other work for 
Morgan State College? A. Yes, sir, I have. 

Q. What is the nature of that work? A. I did their 
women’s dormitory set-up and I also did their Christian 
center. 

Q. Now r , Mr. Cassell, have you also done analytical work 
for the Commissioners, or any boards appointed by the 
Commissioners of the District of Columbia, concerning 
the Washington area, particularly the downtown area? A. 
I have. 

• ****•••** 

1606 Q. Now, Mr. Cassell, have you ever appeared in 
any courts of the District of Columbia as an expert on 
real estate values, construction costs, and projects, sir? A. 
I have. I have appeared as a technical witness—I suppose 
as an expert witness—for the Department of Justice. 
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Mr. Fruit: What was that phrase? 

The Witness: For the Department of Justice. 

Mr. Fruit: You appeared as what? 

The Witness: I suppose as a technical witness. I sup¬ 
pose that is an expert witness. It was for the Department 
of Justice in the United States Court of Claims in matters 
concerned with building costs and building contracts and 
that type of thing. 

I have appeared as an expert with reference to property 
costs in the District Courts. 

1607 By Mr. Magee: 

Q. And you have testified as an expert before this Dis¬ 
trict Court on real property and construction costs in the 
District of Columbia; have you not, sir? A. I have, sir. 

The Court: In what kind of proceedings, sir ? 

The Witness: Those proceedings were not condemna¬ 
tion proceedings, Your Honor. Those proceedings were 
with reference to the accuracy in some of the larger pro¬ 
grams which we set up, primarily the programs resulting 
from the properties which were purchased by money which 
we got from the Rockefeller Foundation and the Rosen- 
wald Foundation. 

By Mr. Magee: 

Q. And have you also appeared as an expert before any 
board of the United States in connection with construction 
costs of properties in the District of Columbia? A. I 
have. I have appeared as an expert before the National 
Labor Relations Board. 

Q. And what issue was involved in the hearing before 
the National Labor Relations Board with respect to build¬ 
ing costs in the District of Columbia, if there was such an 
issue involved? A. The issue was whether or not the rates 
predetermined by the Department of Labor under the 
Bacon-Davis Act for application to construction by 
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1608 any developments of Federal Housing should be 
maintained or should be done away with. 

• •*•**••*• 

1609 Q. Now, have you ever appeared as an expert on 
projection costs, acquisition costs, and utilization of 

ground before the Commissioners of the District of Colum¬ 
bia or any of their boards? A. We have set up acquisition 
costs and projection costs, which of course had gone before 
the Commissioners of the District of Columbia and the 
Defense Department and one other government agency in 
connection with one of these presently considered large 
jobs, which is certainly confidential in nature. 

Q. Can you indicate to the Court what the cost of this 
confidential work is? A. That particular job is estimated 
to run $20,000,000. 

Q. Mr. Cassell, you have mentioned the fact that you 
have been associated and are at present associated with 
other engineers and contractors in the District of Columbia. 
Whom are you at present associated with as an engineer 
in these projects you have mentioned? A. I am at present 
associated with and have been associated with for 20 years 
M. X. Wilberding Company, 1822 Eye Street, Northwest. 

1610 Q. Mr. Cassell, in the course of your career have 
you done any estimating of costs, including the cost 

of land and cost of buildings? A. I have, sir. 

Q. Including commercial buildings? A. I have, sir. 

Q. Will you give us some idea as to the extent of your 
experience in cost estimating? A. I have been doing cost 
estimating since 1920. With these various surveys 

1611 that we have made, in almost all cases they involve 
estimates of the cost of acquisitions of unimproved 

or improved land, and the cost of improving the land with 
various types of structures. Our experience has ranged 
from the estimates of cost acquisition to the cost of im¬ 
proving the land for institutional purposes, for hospital 
purposes, and for commercial purposes. 
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Q. Does that include estimated cost on the construction 
of office buildings in the downtown area ? A. It does. 

Q. Mr. Cassell, have you had any experience in the actual 
assembling of land, the improvement thereof through the 
utilization of F.H.A. loans and R.F.C. loans, and stock 
issues based on the real estate holdings? A. I have, sir. 

Q. Have you formed any corporations, or participated 
in the formation of corporations, for the development of 
real estate in the District of Columbia? A. I have, sir. 

Q. Would you please tell us whether you have formed 
any corporation which has had F.H.A., that is Government 
insured, financing? A. I have, sir. 

Q. Would you tell us how much was involved in the way 
of money in that transaction ? A. A total of four and 
1612 a half million in the section that was actually 
completed. 

Q. Did the assembling of that land, its development and 
utilization, also involve the issuance and allocation of 
stock to the owners of the corporation that would own the 
land? A. It did. 

Q. Have you had experience in the hypothecation of that 
stock with government agencies, for example, as collateral 
security for their loans? A. I have. 

Q. Have you, yourself, owned and held and sold such 
stock? A. I have. 

Q. Have you also had dealings with the Reconstruction 
Finance Corporation, which involved the utilization of the 
land, its improvement for commercial use, and the utiliza¬ 
tion of the stock of the ownership corporation as security 
for the loan? A. I have. 

Q. Have you assigned stock to the Reconstruction Fi¬ 
nance Corporation as security for a loan? A. I have. 

Q. Have you executed such things as assignments in 
blank, the assignment of voting rights, in connection with 
stock issues of this type to be used for loan purposes? A. 
I have. 
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1613 Q. And has that stock been confined to a cor¬ 
poration which owns only real estate and improve¬ 
ments thereon in the District of Columbia? A. It has, 

sir. 

Q. On more than one occasion ? A. Yes, sir. 

Q. Have you had occasion in the year 1940 and the year 
1941 to seek any financing for commercial ventures in the 
City of Washington for the improvement of real estate? A. 
I did, sir. 

Q. Have you had occasion to go beyond the District of 
Columbia and into the money market of New York to seek 
financing for Washington real estate ventures? A. I did, 
sir. 

Q. And are you familiar with building conditions as they 
existed in the years 1940, 1941, and 1942 in the District of 
Columbia? A. I am, sir. 

Q. Are you familiar with the conditions that then pre¬ 
vailed for the procurement of financing for business ven¬ 
tures involving the utilization of Washington real estate 
and its development for commercial purposes? A. I am. 

Q. Did you, yourself, seek such financing during 

1614 those years? A. I did. 

Q. Now, you have mentioned that you have and 
are presently acting as an architect and engineering con¬ 
sultant for a contractor in the District of Columbia. Will 
you please tell the Court who that contractor is? A. The 
contractor is the John McShain Company. 

Q. Now, is John McShain the contractor who built the 
Longfellow Building? A. He is. 

Q. Have you discussed the Longfellow Building with 
the McShain Corporation and have you obtained from the 
McShain Corporation the actual cost of the construction 
of the Longfellow Building? A. I have. 

Q. And in connection with your association with Mr. 
McShain, have you also been called in as a consultant to 
prepare a proposed change in the regular building code 
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of the District of Columbia, pertaining to garages in the 
downtown area? A. I have. 

Q. And has any known manufacturing firm asked you 
to act as a consultant in the preparation of material for 
submission to the Commissioners for a change in their 
building code? A. Yes, sir, there has been such. 

Q. Please tell us the name of the corporation that 
1615 has asked you to assist them in that manner. A. The 
Otis Elevator Company. 

**••**••#• 

1617 Q. Now, Mr. Cassell, at my request have you made 
an examination of the Longfellow Building here in 

the City of Washington? A. I have, sir. 

Q. And since I have requested this examination, how 
many times have you examined the Longfellow 

1618 Building? A. I have examined the building from 
the roof to the mechanical equipment rooms in the 

basement twice. 

Q. Had you had occasion to go into the Longfellow 
Building prior to my request that you make an examina¬ 
tion of that building for purposes of evaluation? A. 1 had, 
sir. 

Q. And would you please tell the Court how many times 
you have been in that building prior to the time you 
examined it for me? A. I couldn’t tell you the exact num¬ 
ber of times, but my familiarity with the Longfellow Build¬ 
ing runs along these lines: The building was built by John 
McShain Company and I have been interested in the meth¬ 
ods of that company for a good many years, I mean its 
construction methods. 

The building, so far as I know, was the first type of 
building in town which had its exterior walls supported on 
cantilever slabs as part of the ordinary floor systems, which 
made it possible for them to have continuous ribbons of 
glass in the form of windows and to have 50 percent, or 
more if desired, glass area. 
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There were two things that made me watch the building 
intently as it went up: 

The first thing, which interested all people who were 
interested in construction, was the extraordinary speed with 
which it was done. The building was constructed in 

1619 about six months. 

One of the displays of construction feats portrayed 
in photographs on the walls of the McShain office used to 
be a series showing how they did a floor of that building 
a week and completed it ready for occupancy in about half 
the time it was projected. I was therefore interested in 
that. 

As soon as the building was finished, as I remember it, 
it was occupied for a few months by the Rural Electrifi¬ 
cation Administration. I had nothing to do with them and 
for the first few months had no reason to go in the building 
at all. 

But shortly thereafter, the Federal Public Housing Ad¬ 
ministration moved its offices into that building and, as I 
have explained heretofore today, I did several projects for 
them and was in and out of the building. 

After my jobs for the Federal Public Housing Adminis¬ 
tration were over, Mr. George Williams, with whom we 
began some negotiations for a good many of our R.F.C. 
matters, moved into the Longfellow Building as the head 
of Defense Homes. Defense Homes was involved in the 
original financing of this 594-unit Mayfair Mansions setup 
that I was involved in. For that reason we were in and 
out of the building from the beginning almost every day— 
from the beginning of those negotiations—and thereafter 
about once a month. 

After the negotiations were sealed and Mayfair Mansions 
were finished, we had further negotiations with the 

1620 people who succeeded Mr. Williams, after his death, 
looking toward the development of temporary shop¬ 
ping facilities for Mayfair Extension, those people being 
Doctor Colvin, who was general counsel for Defense Homes, 
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and also another gentleman—I can’t recall the name—who 
is now the manager for Fairlington and McLean Gardens, 
and their sub counsel, a gentleman by the name of Mr. 
Townser, who were in there continually during those times. 

Q. So you have had occasion, other than the occasion 
when you made a specific examination of this building, to 
observe it many times prior to my request for the exam¬ 
ination; is that true, sir? A. Yes, sir. 

Q. And did your interest cause you to examine the in¬ 
terior construction of this building, its elevator facilities 
and the like, when you vrere in it during these earlier times? 
A. It did. I not only examined them but I used to discuss 
them with Mr. Towsner, whose job was the maintenance 
of the various properties of Defense Homes. While this 
wasn’t their property, as we discussed McLean and Fair¬ 
lington and Naylor Gardens in comparison to our own 
operations, why the Longfellow building itself came into 
the discussion, naturally. 

Q. Did you have any discussion concerning the upkeep 
on that building, which was being leased by the Govern¬ 
ment, by these Government officials who were operat- 
•1621 ing the building? A. I have no knowledge as to 
the actual figures except that Mr. Towsner men¬ 
tioned to me several times that the building was- 

Mr. Stetson: Objection, Your Honor. 

The Court: The objection is sustained. 

Mr. Magee: Your Honor, there has been received in evi¬ 
dence here, even over objection, information pertaining to 
this building, information prtaining to quantity of Gov¬ 
ernment space, information concerning cost, and I submit 
that this- 

The Court: Well, now, this gentleman has testified that 
he has been in that building many times; that he has seen 
this and that; and now he wants to tell us what somebody 
said. 

###*##••#• 





1622 Mr. Magee: I merely proposed to show by him that 
he had been informed that this was an exceptionally 

expensive building to maintain; that is all, Your Honor. 
I will proceed with the next question. 

By Mr. Magee: 

Q. Mr. Cassell, you have been furnished with certain 
material which has been filed as exhibits in this case. I 
ask you to produce it, sir, and describe what you have 
before you? A. I have the deed of trust which, of course, 
includes the note. I have the construction contract. 

Mr. Magee: Just a moment. May the record show that 
that is Plaintiff’s Exhibit No. 17? 

The Court: Plaintiff’s Exhibit No. 17? 

Mr. Magee: Plaintiffs’ Exhibit No. 17, Your Honor. 

The Witness: I have the construction contract- 

The Court: Just one moment. You referred to the deed 
of trust. My recollection is that the deed of trust was put 
in by the defendants. 

Mr. Magee: That was the second deed of trust. This is 
the R.F.C. deed of trust, Your Honor. 

The Court: Very well. 

Mr. Magee: Counsel can check it. It is Plaintiffs’ Exhibit 
No. 17. 

1623 The Court: Now, would you read back his answer 
so that he will know where he is to pick up. 

By Mr. Magee: 

Q. And you have a copy- A. I have a copy of the 

construction contract. 

Q. Who is that between, sir? A. That is between John 
McShain, Incorporated, and the Longfellow Building Cor¬ 
poration. 

Q. And what other documents have you been furnished 
with, Mr. Cassell? A. I have a copy of the original lease, 
a photostatic copy, which covered the period between Feb¬ 
ruary 3, 1941, and June 30, 1942; and the extension of that 
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lease, which expired, from June 30, 1942, to June 30, 1943. 

Q. And what other documents do you have? A. I have 
what is attested to as a true copy of an operating statement 
for the period February 3, 1941, to December 31, 1941. 

Mr. Magee: Just a moment, Mr. Cassell. May the record 
show it is Plaintiffs’ Exhibit No. 15, Your Honor? 

The Court: Very well. 

The Witness: And I have a similar certification with 
reference to the photostatic copy of the operating state¬ 
ment for the period January 1, 1942, to December 31, 1942. 

Mr. Magee: That is in error, Your Honor. The 
1624 first one which ended—what was the date of the 
ending of the first one, Mr. Cassell? I have the 
numbers reversed. 

The Witness: December 31, 1941. 

Mr. Magee: That should have been, Your Honor, Plain¬ 
tiffs’ Exhibit No. 14. May the record be corrected? 

The Court: Yes. 

Mr. Magee: And the exhibit, which he has just described 
as ending as of December 31, 1942, is Plaintiffs’ Exhibit 
No. 15. 

By Mr. Magee: 

Q. Now, did you have another exhibit of that type? A. 
I have another exhibit of that type, which is said to be a 
true copy of the operating statement between July 1, 1943 
to June 30,1944. 

Mr. Magee: Now-, for the record that, Your Honor, is 
Plaintiffs’ Exhibit No. 16. 

By Mr. Magee: 

Q. At my request, Mr. Cassell, have you made an exam¬ 
ination of this material? A. I have, sir. 

Q. Have you made an examination of the Longfellow 
Building itself for the purpose of determining what its fair 
market value was on December 31, 1942? A. The object 
of the 55-hour study and examination I put on it in the 










last four days has been confined to making 

1625 up my own idea of its fair market value as of 
December 31,1942. 

Q. And as a result of your experience, which you have 
described to the Court, and from your examination of the 
building, and from your examination of the material which 
you have described that has been furnished you, and from 
your knowledge of the cost of the building, have you ar¬ 
rived at an opinion as to the fair market value of this 
building on December 31, 1942? A. I have such an opinion 
of my own, sir. 

Q. Would you please tell the Court what was the fair 
market value of this building on December 31, 1942? 

Mr. Stetson: I object, Your Honor. 

The Court: What is the ground of the objection? 

Mr. Stetson: The witness is not qualified as an expert for 
appraisal of office buildings in the District of Columbia. 
There is nothing in this record thus far that even tends to 
qualify this witness as an expert appraiser of office build¬ 
ings in the District. 

We submit that he is not qualified to give an opinion 
and that is an opinion that should not be received in 
evidence. 

The Court: The objection is overruled. You may answer. 

The Witness: Studying the provisions of the note, the 
deed of trust, and the lease; the peculiar single-purposive- 
ness of this building; its fair market value in my 

1626 opinion as of December 31—and indeed after that 
date—is governed in this case by its cost and by the 

short term of the lease involved and the stringent condi¬ 
tions of cancellation of that lease; and the fact that above 
the first floor in the building the building was inflexible 
in its use, and that any other use of it for private purposes 
would involve certainly the expenditure of money running 
into hundreds of thousands of dollars; I cannot see where 
the building at that date, or even after that, was worth any 
more than its actual demonstrated cost. I can’t see from 
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these documents really where there was any great equity 
in the building at all. The documents don’t show it. 

By Mr. Magee: 

Q. What is your value then of the building in dollars, 
Mr. Cassell? A. My value of the building in dollars is 
made up of construction costs, which I have verified with 
the office of John McShain, at $1,147,000; land at a little 
over $21.00 a foot, which totals $384,735.80; and by what we 
figure the architect and engineering fees at $64,439.81; 
which three figures together give you a total value of 
$1,596,175.61. 

1627 By Mr. Magee: 

Q. Now, Mr. Cassell, you have mentioned that this build¬ 
ing is indexible. Would you please- A. I said it is 

inflexible, sir. 

Q. Inflexible? A. Yes. 

Q. Will you please describe to the Court what you meant 
by that term in connection with this particular building? 
A. I first wish my remarks to be considered as no criticism 
whatever of the eminent architects and the consulting en¬ 
gineers and the structural engineer who designed this 
building or of the contractor who built it. 

As I have examined the structure, it seems that they 
were given the problem of enclosing the largest possible 
space at the least possible price and of getting this done 
in the shortest possible time to accommodate a single ten¬ 
ant who had a specific use which would not apply to any 
private use for the entire space. 

As a result of this set of circumstances, we come up with 
a building, 11 floors and perhaps the basement of which 
are inflexible for any other use other than that of some 
single tenant, which in this area I can only imagine being 
the Federal Government. 

I go further into the inflexibility. You have this 
situation. The building is, in my estimation, a well con- 
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1628 structed loft building. There is some misunderstand¬ 
ing about whether or not it has in it a system of 

ventilation and air-conditioning such as would make all 
portions of the floors from the second through the twelfth 
floor usable for private occupancy. 

The fact is that in their present condition only the perim¬ 
eter of those floors—when I say perimeter, I mean an area 
extending back about 30 feet at most—would be usable. 

As at present mechanically equipped, there is a dead 
area in the center of this building approximately 30 feet 
by 115 feet. 

As I have said before, the air-conditioning system serves 
the perimeter of this building only. That had been my idea 
after looking over the basic air-conditioning plant equip¬ 
ment, and I verified it as being a fact by the word of the 
gentleman who is in charge of the office of Mr. John Mc- 
Shain in this area. 

That gives you this situation, that if this structure had 
to be used for any other purposes, in order to use all of it 
and to use it so that its revenue is not very materially cut 
down, it would have to have a single tenant. It would 
have to have a single tenant who, like the Government, has 
very large personnel and also very large current funds 
which they could slough into this dead area, and where 
the help would be faced with a situation of working 

1629 in the area in order to maintain their employment. 

If the building went into other uses, such as pri¬ 
vate uses, the perimeter, an area back about 30 feet at 
the most, might be used, but the center portion of the 
building, if it were used, would have no access to outside 
light and air, and even if it were air-conditioned, it would 
be totally on the inside of a set-up. 

Now there are not many structures of that type that I 
know of in the United States which can be successfully 
rented to a large group of private individuals who occupy 
just small areas of space successfully. There have been 
buildings of that type built, such as the General Account- 
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ing Office, but the General Accounting Office is thoroughly 
and properly air-conditioned, and the program for the 
General Accounting Office was that the core of it was to be 
used to accommodate their very, very extensive current 
funds, and the human occupancy of that core of the Gen¬ 
eral Accounting Office only came about as a result of the 
instance of the war, which put large sections of the War 
Production Board and put folks in there that came in on 
this Korean situation in the perimeter and shoved human 
occupancy back in the core. 

It has been my observation that where the Government 
occupied loft types of buildings and then exercised its 
option to quit those buildings, that the rental of those 
buildings for private purposes thereafter has been 
1630 a very difficult and unsuccessful matter. 

I have in mind particularly the case of the Glass- 
man group, who built a loft type of building under what are 
circumstances exactly paralleling this Longfellow Build¬ 
ing; at the same they built a six-storv extensive loft-type 
building on Northwest U Street between 13th and 14th, 
which was occupied by the Government for a good many 
years. When the Government abandoned it about two or 
two and a half years ago, they ran into difficulties, which j 
I do not think have yet been solved. I haven’t been in the 
area lately, but for 18 months thereafter, after the Govern¬ 
ment -went out of that particular loft building, we received j 
all sorts of requests from various brokers to do what we j 
could to make some sort of proposition for the use of 
the building. I was not successful in suggesting anything, j 
and so far as I know, no one else has been successful in 
suggesting any use for this large loft-type building, because 
no single tenant wants it and it isn’t adapted to breaking i 
up for other people. 

As we examined the conditions in that Longfellow Build- 
ing, it appears that the Government, I am certain that the ! 
Government owns the partitions; I believe the Govern¬ 
ment took possession of the building with the finished floors 





in and thereafter erected the interior movable metal par¬ 
titions to suit its own purposes. Should the building be 
vacated by the Government under the 30-day terms of 

1631 their lease, which were apparently in force during 
the time that I am concerned with, that is, up to 

December 31, 1942, the building would have been left as a 
loft building, and a good sized one, containing 155,400 
square feet of what the Government listed as rentable space. 
Certainly on any private set-up, where you have a multi¬ 
plicity of tenants, you wouldn't have anything like a level 
115,400 square feet of rentable space. 

In order to make the space available it would seem that 
they would have to make all that space available outside 
the perimeter, it would seem, on the floors from the second 
to the twelfth floor, inclusive. 

The air-conditioning would have to be extended to serve 
the interior core and the heating and plumbing would have 
to be changed, and certainly under a private set-up, more 
sanitary facilities would have to be incorporated in the 
building for many women. As it stands today, the building 
has a battery of toilets in the service wing, which was the 
only wing in the building containing permanent partitions 
when it was leased to the Government, and those sanitary 
facilities for men and women take the form of toilets for 
men and women on all those floors. The only floor in the 
building that I could find that has the toilets for both 
sexes is the first floor; above that, these set-ups which con¬ 
tain about 12 fixtures, including all fixtures, are on 

1632 alternate floors for both sexes or on different floors. 

Now some of the older types of office buildings are 
built that way, but so much new office space with nice fa¬ 
cilities has been built and is building in the District of 
Columbia that in order to bring this up to an office con¬ 
dition, they would have to add additional sanitary facili¬ 
ties, in my estimation. 

In addition to that, even if the money were expended to 
thoroughly air-condition the central core, it would seem 
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to me that in setting up a rent schedule per square foot 
per year—that, I think, is the method by which most com¬ 
mercial buildings are figured—that the rate per square 
foot per year in connection with the central core of the 
building, since it has these deficiencies, inaccessability, be¬ 
ing shut away from ordinary communication, would cer¬ 
tainly have to be less than those in the perimeter. 

In addition to that, I have examined the building to 
see whether I could come up with any idea that the build¬ 
ing might be used for merchandising purposes above the 
first floor. I do not have any such solution to propose, 
because the finished ceilings above the first floor do not 
seem to me to be more than 8y 2 to 9 feet. 

Now, the distance between the finished slabs is greater 
than that. It was about 10 foot 6 from floor to floor, ac¬ 
cording to the drawings, on all floors except the first 
1633 floor, which is about 12. 

Q. An interruption, Mr. Cassell. 

Did you obtain the drawings of this building and also 
make examinations of the actual working drawings? A. 
I did. 

Q. Continue, sir. A. The drawings show a net height of 
10 foot 6 from floor to floor for all floors from the second 
floor to the twelfth, but that height is reduced not only by 
the thickness of the slabs supporting the floor above a 
floor in consideration, but by the fact to air-condition the 
perimeter of the building there is established in most every 
case a mechanical equipment room on each floor, accord¬ 
ing to the drawings, and from there a set of ducts runs 
adjacent to the ceiling, and these ducts are hidden by 
acoustical plaster screens, or acoustical celotex ceilings, 
which reduce the height of the finished ceilings to from 
8 foot 6 to 9 feet. 

It can be seen that the air-conditioning system isn’t as 
effective as it might be because in spite of the fact that 
they have it, that building, that is, the occupants of that 
building, the same as the occupants of a good many other 






Government buildings which are not air-conditioned, are 
actually let out when the days get hot. That shows as they 
have gone along they have taken out of the perimeter the 
projection of those perimeter partitions to the ceiling 

1634 in order to get some air from those areas which are 
air-conditioned back into this central core. 

You can see that because they originally had for pur¬ 
poses of privacy, I guess, for the top people these rooms 
blocked off. But those things, in 80 percent of the cases, 
have been taken out so you can get some passage of air 
over the top of them through this central core. 

Now. to go back again. These low heights would cer¬ 
tainly knock out of consideration any merchandising. The 
onlv merchandising I could think of would be that of a 
department store, and that certainly wouldn’t do for them. 
The height is too low and, of course, they frown on that 
location, Connecticut Avenue, as a location for department 
stores, and it would then mean it would have to go back 
to a multiplicity of small ownership. To do that would 
involve an expenditure for differently located elevator fa¬ 
cilities in addition to what they have and certain heating 
and plumbing changes and air-conditioning changes, and 
for re-partitioning the building to divide it into areas that 
the ordinary private person would be willing to pay for it. 

At present where they have the area subdivided—I say 
they, I mean the Government—where the Government has 
the area subdivided, this area is subdivided on the basis of 
the center of these columns. These columns are 18-foot 
level on centers and they run back in a good many 

1635 cases 30 feet. That is more area than the average 
individual person wants to rent and pay for at the 

square foot rate they would have to pay on Connecticut 
Avenue 

You can see why that was done. You have got these 
ribbons of windows winch have very narrow’ mullions in 
them, and where the mullions are wide, provision has been 
made to open the ventilators in the windows in spite of 
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the air-conditioning, and if partitions were made to break j 
up the perimeter area into smaller sections than those | 
sections center on the column, it means a good deal of i 
special construction to get the thickness of the partitions 
in every case down to something less than an inch com- j 
plete thickness, and that is not ordinarily satisfactory 
unless those partitions were insulated, because if they were 
just made out of metal, they were not insulated, they would 
make a sound anyhow, and there would be no privacy. If 
they are insulated, they run into money. 

In a few cases the Government has made such parti¬ 
tions where they apparently wanted privacy. 

It would seem to me that the problem of making the job j 
usable for private occupants would certainly cost no less ! 
than $400,000. 

• #*••*••** 

1638 By Mr. Magee: 

Q. Did you take into consideration, Mr. Cassell, the 
income earned from rents and the expenses of the Long¬ 
fellow Building in arriving at your conclusion? 

Mr. Stetson: Your Honor, he has already answered that 
question. He said that he considered those exhibits and 
he recited what exhibits he had before him when Mr. 
Magee was asking him what he considered in arriving 
at his appraisal. 

The Court: I will overrule the objection. Will you just j 
answer that question yes or no? 

The Witness: Yes. 

By Mr. Magee: 

j 

Q. What consideration did you give to this matter? A. 

I examined Item 5, page 5 of the deed of trust, which 
together with Items 1, 2, and 3 of page 1 of the note, set 
up the only possible returns from this venture, very defi¬ 
nitely so, and under Item H, which shows the consideration 
to be given to a method of some money coming back- 


I 
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Mr. Fruit: Item H of what, sir? 

1639 The Witness: Under Item H of Article 5, page 5. 
The Court: Would you just give us the exhibit 

number ? It is on the back, is it not, of that, on the back 
of it? 

Mr. Magee: That is the deed of trust, Your Honor. 

The Witness: I don’t see it. 

Mr. Magee: He doesn’t have the original; I have it here. 
The Court: Very well, I am sorry. Just go right ahead. 
Mr. Magee: Your Honor, that is Plaintiffs’ Exhibit No. 
17. 

The Court: Yes. 

The Witness? Under Item H it sets up what I consider 
the only provision in the set-up which would give the 
owners any opportunity to get anything out of this develop¬ 
ment, and when I compare that with the operating state¬ 
ment and also compare it with Item H, I say now, as I said 
earlier, that I don’t see where there could have been any 
equity vriiich could stand up in a situation over and above 
the demonstrated cost, the difference between the dem¬ 
onstrated cost and the amount of this $1,500,000, the amount 
of this note. It is very specific in here that that is all 
they consider and that it would seem to me to only give 
them an opportunity to apply that portion of the formula 
designated as H at 2 y 2 percent to $96,000, which would only 
enable them to lessen $2,500 per year in salaries or any¬ 
thing else. And that is why I said I couldn’t understand 
how these operating statements reflect payments of 

1640 salaries in excess of that. The money must have 
come from somewhere else, because all the rest of 

it certainly seems to be preempted, w T hat I know from 
RFC, to keep people from milking things. 

The w’ay it is stated here it looks to me that every dollar 
that came out of this situation or could come out of it, 
certainly until the principal balance was less than a mil¬ 
lion dollars, was due to go back to RFC except as the owners 
could demonstrate that the total amount of money dis- 
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bursed exceeded $1,500,000, and all I have been able to 
ascertain from talking with the general contractor and 
from looking at the records handed me, that the total 
disbursements were one million five hundred thousand and 
some dollars. 

So I would say that their position financially as of De¬ 
cember 31, 1942, was that they had very little equity, actual 
equity. It seems to me there wasn't much money put in 
the thing. The RFC loan seems to me to have covered the 
building and the ground cost and perhaps some other 
things. They didn’t have much equity. 

Therefore, I don’t see how under the terms of this deed 
of trust, if it was applied, they could actually draw down 
much over $2,500 a year. 

Q. Mr. Cassell, you have ascertained, have you not, w T hat 
was the balance due on the first and second deeds of 

1641 trust as of December 31, 1942? A. Yes, I was given 
a statement to that effect. There was a balance on 

the first trust, the RFC note, there was a balance of $1,373,- 
824.20, and the balance on the second trust as of that same 
date, December 31, 1942, vras given as $90,000, making a 
total balance due for the two trusts, the total principal j 
balance due for the tw T o trusts, of $1,463,824.20. 

Q. Did you take that factor into consideration in arriving 
at your appraisal of value of this property? A. I did, sir. 

I took that into consideration. I also took, as I said pre¬ 
viously, the fact that the occupancy of the property was 
certainly governed during this period by a tight lease | 
which was unilateral on one side so far as the Government 
was concerned. 

i 

##**##•*#* 

i 

! 

1642 By Mr. Magee: 

I 

Q. Mr. Cassell, did you take into consideration or study 
the assessments as they existed on this property in the 
year 1942 by the assessor? A. I did. 


I 
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1643 Q. What did the assessments show? A. It shows 
a total assessment of $1,858,820, which is made up 

of an assessment of $358,820 on the land and $1,500,000 
on the building. 

Q. How does that affect your opinion here, Mr. Cassell, 
and what part did it play in your arrival at your opinion as 
to value? A. Well, it affects my opinion in this way. I 
there again have questions which I have not been able to 
answer for this reason. The building at that time was 
assessed, the building and land, for clearly something in 
excess of $200,000 more than the cost, which is an unusual 
situation, and I haven’t been able to find—there may be, 
but I haven’t been able to find any formal protest on the 
part of the owner for what certainly looked like an over¬ 
assessment. 

Q. Wliat part would that play on this question of income? 

• •####••#• 

1644 The Witness: I think I remember the question. I 
am just getting my breath. 

This over-assessment, and in our view of thinking it is 
clearly an over-assessment, because it is more than what 
the building cost and close to the time it was finished, too— 
seems to me to have a great deal of coincidence with all the 
financial matters reflected in these deeds. It seems to 
me to be the only way in which any equity under Item H, 
paragraph 5, of the deed could be established. Since the 
deed itself restricts that equity to two and a half percent 
of the actual demonstrated cost, which is only $96,000, I 
think that it is too much of a coincidence that the building 
is assessed at exactly the amount of the loan, exactly the 
amount of the loan. That doesn’t often happen—and that 
the land carries it above so as to do what appears to create 
an equity in excess of $200,000. 

It is also my opinion, since the building is as it is, 

1645 and since it has this short-term restrictive lease 
which is cancellable on very short notice, I don’t be¬ 
lieve it affects the value at all above this actual cost. 
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By Mr. Magee: 

Q. Mr. Cassell, you are familiar, are you not, with con¬ 
struction costs as existed during the year 1940 in the 
District of Columbia? A. Yes, sir; we were building at 
that time. 

Q. You are familiar with construction costs as they 
existed during the year 1942, are you not, sir? A. I am, 
sir. 

Q. Can you tell us what consideration you gave to the 
comparison between construction costs when the building 
was started in July of 1940 to the time it was completed and 
occupied, up until December 31, 1942? A. I gave this type 
of consideration to that phase of it. 

In the first place, in ’40, we were in the not quite satis¬ 
factory position with reference to building costs. They 
were low and there was an upswing of, I should say, between 
4 and 4 y 2 percent in the succeeding years, but as we 
studied the thing, you have an allowable depreciation of 
2 percent a year, which equals, if possible, increase in 
replacement value over that same period. One cancels 
the other. But frankly, Mr. Magee, I don’t see what 
1646 replacement value has to do with the value of this 
building. 

Q. Why do you say that, sir? A. As of December 31, 
1942. I don’t see it, because you have a building and you 
have it tied down by a short-term restrictive lease, and you 
have that lease in unilateral fashion, so that the Govern¬ 
ment could exercise its option in the matter and the owner 
is tied down to that building. Regardless of any incerase 
in that period, it was not worth any more money because 
it has been my experience that what can be gotten out of 
any investment is based on what the investment will return, 
and certainly during that period it couldn’t return anything 
other than that set up on this deed of trust and this lease. 

Therefore, I don’t think that the increase has anything 
to do with it or replacement value has anything to do with 



this building, because if it has to be replaced, it will have 
to be replaced on another site, because it was already there. 

Q. Mr. Cassell, you have testified as to the actual amount 
of the encumbrances which existed on this property as of 
December 31, 1942. Now, assume further, please, that the 
second trust is not due and payable until February, 1946, 
that the second trust bore interest at 6 percent, and assume 
that this was the sole asset of a corporation—by this I mean 
the Longfellow Building that you have described—adding 
that situation to the facts that you have described as they 
exist in the Longfellow Building. Assuming that this 
1647 corporation had issued a total number of shares of 
2,000 shares of stock, could you tell us, sir, from 
your experience in the market at that time and in your 
dealings with similar stock transactions in your ownership 
and in the pledge of such stock as collateral in this type of 
venture, whether or not there was a market for 833 shares 
of stock in such a building on January 10, 1943? 

Mr. Stetson: I object, Your Honor. 

The Court: Do you want to be heard? 

Mr. Magee: This is the same question, Your Honor, that 
in fact was submitted to Mr. Linkins yesterday or the day 
before. Here is a man who is in an even more peculiar 
situation to know what the situation was in this type of 
stock. He has put together these RFC and FHA deals 
which involve commercial property, which involve apart¬ 
ments. He has owned stock. He has utilized that stock 
as collateral for loans. He has told Your Honor he has 
sold and he was interested in the market at that time. 
He was seeking money for this sort of venture which he 
himself was putting together. So it seems to me he is 
perfectly qualified to give Your Honor his opinion as to 
what availability there was in the market for this type 
of stock in which he was dealing. 

The Court: The objection is sustained. 

Mr. Magee: I offer to prove by the witness, may it please 
the Court, that this stock as of January 10, 1943, in the 
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witness’ opinion, would have had, if anything, only a 
nominal value, which could possibly not exceed $5 per 
share. 

1648 May I ask the Court if the ruling is on the form 
of the question or on the qualifications of the wit¬ 
ness? 

The Court: On the qualifications of the witness. 

Mr. Magee: Your witness. 

• ••***•»*• 

1649 After Recess 

Mr. Magee: May it please the Court, I omitted asking 
Mr. Cassell, Your Honor, his opinion with reference to 
100 shares of stock that were sold in February of 1943. 
May the record show that I will address the same question 
again in the form of the question appearing on page 1361 
of the record for his opinion as to value at that time? 
The Court: Yes. 

Mr. Magee: And I assume that Your Honor’s ruling will 
be the same, that you rule he is not qualified to answer the 
question? 

The Court: Yes. 

Mr. Magee: I offer to prove, Your Honor, that his testi- 
money would be same as to the preceding question. 

The Court: Very well. You may proceed, Mr. Stetson. 

Cross Examination. 

By Mr. Stetson: 

Q. Will you define fair market value? A. I define fair 
market value, sir, as a value which can be obtained in good 
security or money at any time for any commodity, be it 
real property or consumers property, which is bought 
and sold. 

Q. Does that complete your definition, sir? A. It does, 
sir. 

Q. Now, have you had any experience as an ap- 

1650 praiser of improved realty? A. I have, sir. 


Q. In the District of Columbia? A. I have in the 
District of Columbia. 

Q. And for what purposes were such appraisals made? 
A. The appraisals were made for the purposes of acquiring 
this improved realty as a part of a program of consolida¬ 
tion of that realty for the purposes of developing it after 
acquisition either for institutional purposes or for com¬ 
mercial purposes. 

Q. Now, have you appraised any office buildings in the 
metropolitan area of the District of Columbia? A. I have 
appraised sites for office buildings. 

Q. Have you appraised any office buildings, sir? A. No, 
sir. 

Q. Now, Mr. Cassell, you speak of acquisition; you 
mean personal acquisition? A. No, sir. 

Q. Acquisition by whom? A. In one particular 

1651 case we did appraise well in excess of 200 parcels 
of property for purposes of acquisition by Howard 

University with money from the General Education Board 
and the Rosenwald Foundation. 

• *•••***•• 

1652 Q. Before you go into that, sir, I am trying to 
ask how the purchasers were effected financially. In 

other words, did you purchase these parcels that you ap¬ 
praised out of the funds appropriated by these founda¬ 
tions ? A. That is exactly what I would like to explain, sir. 

Q. Go right ahead, sir. A. Upon my recommendation and 
because the Federal Government under the funds for the 
Capper-Crampton Act- 

Q. What? A. The Capper-Crampton Act—was purchas¬ 
ing property in the same area, and because I had also 
made recommendations for certain sections of the Gov¬ 
ernment as to what property they should purchase to 
protect Howard University from the encroachment of un¬ 
desirable industrial developments, which were then being 
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moved out of the Federal Triangle by the triangle pro¬ 
gram, to protect Howard University—to protect them from 
just crowding Howard University in in the same way the 
industrial development crowded Rutgers up in New Bruns¬ 
wick, New Jersey; because of those situations and the sit¬ 
uation of the Federal Government being in the area buying 
these parcels, I recommended to the trustees of Howard 
University—after they had received this grant from these 
two foundations and appointed me to acquire the property 
and to direct the acquisition—that the University not 
1653 acquire the property in its own name; that inquiries 
were being made by the agents of the Government 
all around; and that what we should do would be to select 
separate agencies of the same general character, who were 
making inquiries and getting property for the Federal 
Government. 

They accepted those recommendations, and under those 
recommendations they hired three offices, two of which 
wouldn’t attract much attention. 

Q. In other words, straw parties? A. They were not 
straw parties. I will tell you how we did it. May I go 
through it, sir? 

Q. Yes, go right ahead. A. They used the office of Ed¬ 
ward C. Knouse, Charles S. Muir, and a gentleman by the 
name of Mr. Oxchenreiter from the real estate department 
of the Munsey Trust Company. 

I split the area to be acquired up into sections and as¬ 
signed each of these offices areas in which to work. I 
gave them my appraisals, which had been approved by the 
sources giving the funds, as the top that could be paid 
for any property. 

Before any properties were contracted for—and at that 
point the straw did come in—before any properties could 
be purchased or closed for they got my approval. And 
when they were ready to close, or to make a deposit pre¬ 
paratory to the title being examined, we then gave through 
the University an order to an entirely different bank—in 
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1654 that case it was the Second National Bank. 

It would draw the funds for either deposit or a 
closing. 

When the closing came about, this straw party, who took 
possession of the property in closing, immediately trans¬ 
ferred the property to trust number 203 in the Munsey 
Trust Company. 

Thereafter those properties were managed by those 
three agencies under my direction. 

Q. And you appraised these as individual parcels and 
then lumped it all together to give the total appraisal 
figure? A. We appraised them as individual parcels 

1655 in detail and then those appraisals were subject to 
the examination of the foundations which gave the 

money. 

Of course, they decided how much we could have to go 
ahead. We actually projected much more than that, more 
than the 200. But they gave a milliun and two and that was 
all we had to operate with. 

• #•###**•• 

1658 Q. Now, how did you go about making your ap¬ 
praisals on those properties? A. This is the man¬ 
ner in which I went about making those appraisals, sir: 

The residence properties were primarily occupied by 
people of the colored race. And if you remember, sir, at 
that time because of the restrictive covenants it was a 
fact that legal occupancy was confined very largely to 
certain sections of the northwest and that great sections 
of the northeast, which now has a heavy population of 
negroes, were not yet—some were, like Deanwood. 

Your problem in getting what it would cost to 

1659 acquire those properties involved somewhat more 
than might ordinarily be the case if they were being 

acquired by a public institution which had the right of 
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condemnation. All of these people had the actual problem 
of relocating somewhere. 

My interest in housing for our people stemmed from the 
fact that as we made our preliminary surveys it became 
apparent that in addition to using the regular methods of 
appraisal saying that here is a house that has six rooms, 
and the market value of the house is X dollars, and it 
could be confirmed by an appraisal from the Washington 
Real Estate Board, and things of that type. 

In addition to that we had to consider the fact we had 
no right of condemnation and that these properties, which 
were to be acquired, were the homes of these people. Most 
of these were in the hands of home owners and they were 
their homes. If they had to be relocated, the problem was 
what were we going to do to get them out of those spots. 

So our situation broadened from the ordinary duties of 
appraisals to beginning to look in various sections to see 
what could be done to relocate these people within what we 
would consider a normal amount which would be justified in 
paying these people for their homes. 

That is the method we used there, and in most cases we 
succeeded. In a good many cases we had to find out what 
we could offer a man, hypothetically, before we could 
1660 get him to ever consider moving. We did that in 
102 cases, which included some commercial proper¬ 
ties. 

Now, the commercial properties did not relocate. The 
people who had, for instance, a corner store and things 
like that—the man stayed there—I think he is still there. 
We bought the property. 

And the single apartment which we purchased is still 
there and is operated by Howard University. 

The other apartments which we couldn’t touch, like 
Howard Manor and the three apartments south of it, and 
the American Storage Company’s warehouse which we had 
hoped to acquire for $160,000 because they had announced 
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a program of expansion right at the border of the Uni¬ 
versity—we never could touch that. 

That is how those appraisals were worked and that is 
how that particular property was acquired and that is the 
disposition of it, and I think the University still owns it. 
It has tom down a portion of it for the recent construction 
of its college of architecture and engineering and they tore 
down a further portion of it in 1938 for the construction of 
a men’s dormitory. They are proceeding on that program. 

Q. When did you make that appraisal and survey? A. 
We began the appraisal, sir about the end of 1926, 1927, 
1928, and 1929, as I remember it, and in 1928, and 1929, the 
money became available and from then on I should 
1661 say until 1933 we were working at acquiring and 
managing the property. 

The program of acquiring was pushed and came about 
fairly rapidly. Then people began to suspect, there was 
so much buying in the neighborhood by the Government 
and by somebody, and they were beginning to “hike” their 
prices, naturally. 

♦ *••####•# 

1686 Q. And are you a licensed architect in the District 
of Columbia today, sir? A. Yes, sir, I am a licensed 

architect in the District of Columbia and in Maryland and 
in Pennsylvania. 

Q. And when were you first registered as an architect 
in the District of Columbia? A. I practiced architecture 
in the District- 

Q. No. When were you first registered? A. It seems 
to me about 1926. 

Q. And you have been a registered architect ever 

1687 since that time? A. Yes, I have been an architect 
since that time, a registered architect since that time. 

Q. And there has been no period when your registration 
has lapsed? A. Yes, sir, there has been a period when my 
registration has lapsed. 
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Q. Will you tell us about that period? A. My registration 
lapsed because I didn’t pay my fees during the* last year. 
Q. Just during the last year sir? A. That is right. 

Q. When did you renew it? A. I have not renewed my 
registration in the District. I renewed it in Maryland. 
But let me tell you, sir, I don’t have to have registration 
as a registered architect in the District of Columbia be¬ 
cause 1 practiced as an architect and was admitted as an 
architect before the registration law went into effect, and 
that does not affect anyone. You will find some of the 
persons who have some of the best standing for architects 
long before the law went into effect and they are still 
architects. 

Q. But the fact is, sir, that you are not a registered 
architect? A. At this moment. All I have to do is pay my 
fee and I will be. 

##•**#**•• 

1692 Q. Have you ever done any appraisal work for 
any of the parties in this action before this job? A. 

No, sir. I don’t know the parties in this action. 

Q. Or any of the attorneys? A. Mr. Magee has been 
counsel for two or three of the corporations which I am 
in—have been in. 

Q. Which corporation, sir? A. Mr. Magee was the gen¬ 
eral counsel for Mayfair Mansions, and I certainly made 
appraisals on that. And I made appraisals for R. F, C. 

a indications. 

▲ 

Q. Now, what other corporations that you were a mem¬ 
ber of was Mr. Magee counsel for? A. Mayfair Extension 
and Mavfair Mansions. * 

Q. Those are the only two? A. That is all. 

Q. And that is how you came to know Mr. Magee? A. 
No, sir, that is not how I came to know Mr. Magee. I have 
known Mr. Magee for many years. I first met Mr. 

1693 Magee as a member of the firm of Mr. Charles S. 
Baker in 1938. And from time to time since 1938 
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I have had minor cases in Mr. Magee’s office, or a person 
of his staff, not Mr. Magee. 

Mr. Magee was the lawyer for my wife in an accident 
where she was in a taxicab. There have been things of 
that type, and I have been back and forth from there. 

Q. And were you a plaintiff in the same action? A. Yes, 
in that action I was, yes. 

Q. That action was settled in March of this year? A. 
Yes, it was. 

Q. Did Mr. Magee represent you on other matters? A. 
He has, yes, sir. 

Q. And when I say other matters, I mean personal mat¬ 
ters? A. He has, yes, sir. 

##•#####•* 

169S Q. Now, you have mentioned obsolescence. What 
do you mean by obsolescence as applied to an office 
building with an economic life of 50 years, sir? A. Obso¬ 
lescence generally with reference to real property means 
wffiat time and changing conditions do in the way of reduc¬ 
ing the value of that real property, be it an office build¬ 
ing or anything else. And in my experience with the 
Government and other people, for fire-proof structures they 
have ordinarily figured obsolescence at tw’o percent a year. 

I have in mind one particular depreciation at twro per¬ 
cent a year and that of course is the rate of obsolescence. It 
is wffiat time does to a building, its earning capacity, and 
keeping it up to date regardless of what else you do. You 
might even maintain the structure in good shape and yet 
obsolescence is not out of the question. 

#•*####•*# 
1699 Redirect Examination. 

By Mr. Magee: 

Q. Mr. Cassell, are you a member of the American Insti¬ 
tute of Architects? A. I am, sir. 
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Q. How long have you been a member of the Institute? 
A. I think I became a member about 10 or 15 years ago. 

Q. Did you apply or was that by invitation? A. It was 
by invitation. 

#*•*#*#*•• 
1701 Thereupon— 

Robert T. Highfield was recalled as a witness and, 
having been previously duly sworn, w^as examined and 
testified further as follows: 

Direct Examination 

By Mr. Magee: 

• ••###•*•« 

1705 By Mr. Magee: 

Q. What instruction if any did you receive from Mr. 
Mittell in connection with this $12,000 loan, Mr. Highfield? 
A. Mr. Mittell presented a raft of the stock certificates. 
I can’t recall the number. Among them were two, one for 
three shares and one for 91 shares. I don’t know whether 
you would characterize it as instruction or not, but he 
called my attention to the fact that they belonged to him, 
94 shares belonged to him, and that he was pledging that 
stock as security for the National Home Library Founda¬ 
tion loan. 

1706 Q. And was he transferring the title to the Library 
permanently or was it to be used for collateral 

only? A. For collateral only. 

Cross Examination. 

By Mr. Stetson: 

Q. Mr. Highfield, to whom were these certificates pre¬ 
sented? A. To whom were they presented? 
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Q. Yes, sir. A. On January 15,1942, they were presented 
to me as the loaning officer of the Mount Vernon Mortgage 
Corporation. 

Q. How many certificates were presented to you, sir! 
A. I cannot recall. 

Q. You said a raft of them. A. There were a number of 
them. 

Q. How many would that be? A. I cannot tell you. I 
don’t remember. The record will show’ it. I can’t remember 
that. It has been so many years ago, over 12 years ago. 
How could I remember that? 

Q. Were these certificates endorsed in blank? A. They 
had stock powers attached to them, assigned in blank. 

Q. And in whose names w'ere these various cer- 
1707 tificates issued? A. Some were in the National 
Home Library Foundation. Fifteen were in the 
name of Roy S. Thurman, wffiich came back to the founda¬ 
tion, as you have learned in this testimony. You have 
learned that. You have been proven that by certified pub¬ 
lic accountants. 

Q. I am asking you of your own memory. A. My own 
memory tells me that is a fact. 

Q. Tells you that wffiat is a fact? A. That fifteen shares 
were in the name of Roy S. Thurman. They w’ere assigned 
in blank with the stock powders. 94 shares w’ere in the name 
of Sherman F. Mittell. 

Q. What about the others? A. My recollection is that 
they were all registered in the name of National Home 
Library Foundation and I could be in error because my 
memory doesn’t go back that far. The record will show 
that. 

Q. What time of day did Mr. Mittell deliver these to 
you? A. Isn’t that a ridiculous question? I can’t tell you 
what happened the day before yesterday. WTiat time of 
day—I can’t answer that question. 

The Court: Mr. Highfield, w r hen he asks a question, if 
you can’t answer it, just say, “I cannot answer it.” 
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The Witness: Pardon me, Your Honor. 

1708 By Mr. Stetson: 

i 

Q. What day was it? A. I can’t even answer that. It 
was January 15, 1942. Look it up on the calendar. I don’t 
remember. I didn’t even seek to look it up. 

Q. You are sure it was January 15, 1942? A. That is 
my recollection. That is my recollection. 
##**##••#• 

Q. Who handed him the check? A. I am sure I did 
in the usual performance of my duties. 

Q. Was there any other business transacted at that 
meeting? A. To the best of my knowledge or recollection, j 
I don’t recall it, not to my knowledge or recollection. He 
wanted $12,000 and he got $12,000, and I think that was 
sufficient for the moment. 

Q. And he left: is that right ? A. My recollection is J 

1709 that he left. He didn’t stay there. He is certainly j 
not there now. He didn’t die in my office. 

Q. Did he come back later that day? A. I don’t recall. 

Q. When you say a raft of certificates, would you mean j 
seven certificates? A. I mean more than three, more than j 
three. I don’t know how manv there were. There were a I 

* i 

considerable number of certificates, quite a number of i 
them. I don’t remember. There is no way in the world j 
I can remember and I haven’t sought to acquaint myself, j 
The record speaks for itself. j 

Q. Now, upon receipt of these certificates from Mr. j 
Mittell, did you supervise the transaction whereby all of j 
these certificates were then transferred to Mount Vernon j 
Mortgage Company under certificate number 43? A. Well, ! 
I will have to differentiate the use of vour word. I didn’t 
supervise it. I directed it. 

Q. You directed it? A. Yes, I directed it. I didn’t super- i 
vise it because I don’t follow’ any transaction to its ultimate ■ 
destination. I can’t do that. 
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Q. And you took these certificates that Mr. Mitchell 
had handed you and told somebody to have these certifi¬ 
cates transferred into the name of the Mount Vernon Mort¬ 
gage Company in a new certificate; is that right? 

1710 A. That is my recollection. 

Q. And that was on the 15th of January, 1942? 
A. That is my recollection. 

*•*##•**•* 
Thereupon— 

Edward C. Knouse was called as witness and, after having 
been duly sworn, was examined and testified as follows: 

Direct Examination. 

By Mr. Magee: 

Q. Mr. Knouse, give us your full name, please, and keep 
your voice up so we can hear you at this table. A. Edward 
C. Knouse, K-n-o-u-s-e. 

Q. How old are you, Mr. Knouse ? A. 49, plus. 

Q. And you are a resident of the District of Columbia? 
A. I am. 

Q. Where do you reside, sir? A. 2323 King Place, 
Northwest. 

Q. How long have you been a resident of the 

1711 District of Columbia? A. Two periods: From 1919 
until 1937, and just recently I moved back into the 

District. 

Q. Did you live in the environs of Washington during 
that time? A. I did. 

Q. Now, what is your occupation, Mr. Knouse? A. I am 
a real estate broker. 

Q. And how r long have you been a real estate broker 
and where, sir? A. I have been in the real estate business 
since 1921 continuously. 

Q. Where have you maintained your office or offices dur¬ 
ing that period? A. My offices have been in the Woodward 
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Building, the Southern Building, the Chandler Building, 
the Insurance Building, the Kellogg Building, and the 
Edmonds Building. 

Q. Where are they today? A. In the Edmonds Building, 
917 15th Street, Northwest. 

Q. Now, have you ever done any appraisal work, Mr. 
Knouse? A. Yes, I have. 

i 

# # # # * • # # • m 

1716 Q. Were you engaged in the real estate business | 
definitely during the years 1940, 1941, 1942, and 

early 1943 in the District of Columbia, Mr. Knouse? A. 

I was, sir. 

Q. Are you familiar with the conditions as they pre¬ 
vailed in the real estate market during that period of 
time? A. I think I have a pretty good recollection. 

Q. What was the condition of the real estate market in j 
the year 1940? j 

i 

# # # * • • * # • * j 

The Witness: The market in 1940 was certainly still 
coming out of the bad previous years, which of course ac¬ 
tually went through most of the thirties. We were just j 
beginning, one might say, to begin to see something that 
promised to be prospectively a better market. It was 
certainly not good. 

i 

By Mr. Magee: 

Q. What was the condition in 1941? A. In 1941 it had j 
hardly improved a great deal over 1940, although the j 
prospects were still, I would say, looking up, as I recall. 

Q. Now, can you tell us about the market in 1942 and say j 
the first two months in 1943 ? A. Well, as my memory i 

1717 serves me we did not have any great change in the j 
market until the impact of the war actually was felt, j 

Q. Had there been much of an increase, if any, in the 
value of property from 1941 to the end of 1942? 

# * * # * * * • • •! 
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The Witness: I don’t believe that in that period of time 
one could say that there was a marked difference, a cal¬ 
culable difference. 

By Mr. Magee: 

Q. Mr. Knouse, have you at my request, sir, made an 
analysis of a building in Washington, D. C., known as the 
Longfellow Building? A. I have, sir. 

Q. Would you please give the Court a description of 
that building, where it is located—first of all, have you 
actually seen the building since I made that request? A. 
I have made an inspection of the building, sir, yes. 

Q. Prior to the inspection you made at my request, had 
you had any occasion to be in the Longfellow Building? 
A. Yes, I had. 

Q. Would you please tell us how frequently you had 
been in the building prior to the inspection I requested? 
A. Oh, certainly a half dozen or more occasions. 

Q. Would you please then give the Court a de- 
1718 scription of the Longfellow Building, which you say 
you saw a half dozen times prior to when you in¬ 
spected it recently at my request? A. Well, the building is 
a 12-storv brick building at the juncture of Connecticut 
Avenue and Rhode Island Avenue, Northwest. It is 12 
stories high, the upper two stories being set back. It has 
reinforced concrete floors. 

On the Connecticut Avenue side there are cantilevers 
extending out from each floor to permit large areas of light 
on the floor. 

It has on each floor a wing in which there are presently 
five elevators; and also on each floor a battery of toilet 
facilities, which are presently used alternately for men 
and women. The first floor facilities are used partially for 
both. 

There is also a service stairs in that wing, which is on 
the east side of the building. There is also a service 
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stairs, I would say substantially forward of center of the j 
building and toward the north of the building. 

The floors are covered with asphalt tile. 

The building is a loft-type building and, of course, it j 
means that it is without partitions. 

There are supporting columns in the floors from the j 
first floor up. 

There, of course, is a basement to the building in w T hich j 
are housed the mechanical equipment, heating plant, and | 
storage area. 

1719 Q. Did you count the number of elevators that ! 
are in there today? A. There are five elevators, sir. j 

There is a slag room upon the building. J 

Q. How is this building presently partitioned, Mr.! 
Knouse? A. Well, the first floor of course is commercially i 
occupied. The floors above that are temporarily parti-; 
tioned with a type of partitioning in common use by the j 
government agencies. ! 

Q. Now, will you tell us, please, whether or not this; 
building is readily adaptable for some other use than use; 
by the United States of America? j 

Mr. Stetson: Objection, Your Honor. He has no quali-l 
fication to express an opinion on that subject. 

####*#*#• #| 

The Court: The objection is overruled. I 

The Witness: It would be my opinion that it is not| 
adaptable for such use other than the Government. 

1720 By Mr. Magee: ! 

j 

Q. Why, Mr. Knouse? A. Because a loft building of| 
that sort with a solid core center in use does not permit 
it to be broken up into what we might call a regular typ^ 
The Court: Very well. i 

office building, since you would have a center that would 
be substantially without light and air. 

And in addition to that, in this particular instance the 
ceilings have been lowered to permit the ductwork to be 
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done, which I assume is in connection with the air condi¬ 
tioning that is on the perimeter of the building. As a con¬ 
sequence, your ceilings are lowered below the use that is 
normally expected when you go into either a commercial 
office or a store. 

Q. Now, what would be the prospect in 1942 of obtaining 
a single tenant for this building, if that were necessary? 
****#•*##* 

The Witness: I frankly think it would be a very difficult 
thing to secure a tenant for the entire building. To further 
answer your question, I would like to draw an analogy 
between a building that I think all in the room are ac¬ 
quainted, if I may. 

By Mr. Magee: 

Q. Yes, you may. A. The City Club Building in 

1721 the 1300 block of G Street in my opinion is an out¬ 
standing example of a rather similar situation. The 

City Club Building is a four-storv building built in 1921, 
with three floors above the first floor entirelv devoted to 
what was then intended to be a club purpose, dining rooms, 
gymnasium, ballrooms, et cetera. 

After the failure of the club, that building was vacant for 
I would hazard a guess of three or four years. It is vacant 
again today and was in the interim period occupied by the 
Government, which I think is again evidence of the fact 
that where loft buildings with sizable open areas prevail, 
they are only rentable to agencies such as the Government, 
who have large enough personnel to take that kind of space. 
********** 

1722 Q. What would have been the probability of ob¬ 
taining in 1942 a tenant such as a department store 

to rent the entire building? 

********** 

The Witness: I again believe that for several reasons 
it would be very difficult then and even now to secure a 
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retail business on the floors above the first floor, for the 
reason that the ceilings are not high enough, for the reason 
that the servicing facilities to the building are grossly 
inadequate for retail store purposes, and certainly the 
arrangement of elevators is not the best for a retail store— 
they ought to be either more centrally located or dispersed 
on either end of the building with a building of that 
size. 

1723 I cannot conceive of a retail commercial estab¬ 
lishment being interested in the upper floors of the 

building. 

By Mr. Magee: 

Q. Now, you said the present facilities were grossly 
inadequate. Would you please describe what you mean by 
that, what facilities you had in mind, Mr. Knouse, when 
you made that statement? A. Well, there is only one so- 
called elevator that is used for freight purposes. Obviously 
in a building of this size and with the amount of merchan¬ 
dise that would have to be brought in and out of the build¬ 
ing, it would be in such large quantities as to make one 
elevator for that purpose entirely unsatisfactory. 

Secondly, the portion of ingress to the building off the 
side of the alley appears to be sufficient, to me, for approx¬ 
imately one truck to back into a platform. Again, if the 
building were going to be used in its entirety, such serv¬ 
icing facilities are very definitely inadequate. 
#**####*•* 

Q. Mr. Knouse, at my request did you examine 

1724 a certain lease, a certain deed of trust, and certain 
financial statements pertaining to this building? A. 

I did, sir. 

Q. Will you produce the material that you examined, sir? 

First, will you produce the lease? 

Mr. Magee: May the record show, Your Honor, that the 
witness is producing Defendants’ Exhibit No. 8? 

The Court: Very well. 
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Mr. Magee: Will you produce the deed of trust? 

May the record show the witness is now producing Plain¬ 
tiffs’ Exhibit No. 17? 

The Court: Very well. 

By Mr. Magee: 

Q. Did you look at an operating statement of the Long¬ 
fellow Building Corporation for the period February 3, 
1941, to December 31, 1941? A. I have, sir. 

Mr. Magee: May we have the record show that the witness 
is producing Plaintiffs* Exhibit No. 14? 

The Court: Very well. 

By Mr. Magee: 

Q. Did you also examine an operating statement of the 
Longfellow Building Corporation, January 1, 1942, to De¬ 
cember 31, 1942? A. I have, sir. 

1725 Mr. Magee: May we have the record show, Your 

Honor, that he is producing Plaintiffs’ Exhibit No. 
15? 

The Court: Very well. 

By Mr. Magee : 

Q. Did you also examine an operating statement of the 
Longfellow Building Corporation from July 1, 1943, to 
June 30, 1944? A. I have, sir. 

Mr. Magee: May we have the record show, Your Honor, 
that he is producing what is designated as Plaintiffs’ Ex¬ 
hibit No. 16, Your Honor? 

The Court: Very well. 

By Mr. Magee : 

Q. Mr. Knouse, did you ascertain what this building cost? 
A. I did, sir. 

Q. Would you please tell us what figure you have as the 
cost of the building? A. The building cost that I have is 
from the construction contract in the sum of $1,147,000. 
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Q. And do you have the cost of the acquisition of the 
ground? 

******** f # 

1726 The Witness: $384,735.80. 
********** 

Q. Now, Mr. Knouse, I ask you from your examination of 
this building, from your knowledge of the building, from 
your experience as a licensed real estate operator in the 
District of Columbia, from your inspection of the docu¬ 
ments which you have produced, and from your examina¬ 
tion into the cost of the building and the cost of the land 
have you arrived at an opinion as to the fair market value 
of this land and building on December 31,1942? A. I have, 
sir. 

Q. Would you please give us what in your opinion was 
the fair market value of the Longfellow Building on De¬ 
cember 31, 1942? 

Mr. Stetson: I object, Your Honor. This witness is not 
qualified as an expert to express an opinion on that subject. 
The Court: The objection is overruled. 

The Witness: It is my opinion that this building does not 
^warrant a price exceeding eight times the gross rental 
during that period, which from the least is stated to be 
$203,634.48. 

I come up, therefore, with a price on the property of 
$1,629,072. 

********** 

1727 Q. And that valuation includes, does it not, the 
value of the building as you saw it, that is, with all 

five elevators installed? A. Yes, it does. 

Q. Now, if you were told that one of those elevators was 
not in the building in December of 1942, would that dimin¬ 
ish your opinion as to value to any extent? A. Well, cer¬ 
tainly, the taking away of anything like 20 percent of ele¬ 
vator use in a building of 12 stories would diminish your 
value. 





Q. Now, Mr. Krouse, you indicated that you had examined 
this lease. Did you notice the provisions of this lease with 
respect to termination, the provisions that were in force on 
December 31, 1942? A. Yes, sir. 

Q. Did you consider that in arriving at your maximum 
value that you put on it ? A. Well, actually I believe that 
the very fact that you have here a lease which in effect is 
no more than a 30-day agreement, since the Government 
has the right of cancellation on a 30-day basis, is an exceed¬ 
ingly important factor in arriving at my valuation of eight 
times the rental. 

Certainly, with a 30-day agreement and with a building 
that would be exceedingly difficult to rent, except the 
1728 first floor, I cannot personally see how any prospec¬ 
tive buyer—which of course after all makes value in 
real estate, a willing buyer—would pay anything more than 
a maximum of eight times such rental. 

Q. Did you consider the provisions of the deed of trust in 
arriving at this lease figure of income that you have given 
us, approximately $203,000 per year, the gross income of 
this building, Mr. Knouse? A. Yes, I have. 

Q. And did you have any particular provision there that 
entered into your thinking in regard to this opinion as 
to value? A. The manner of the repayment of the princi¬ 
pal of the trust in the amount of $1,500,000 is such as to 
preclude any accumulation, any large accumulation of 
money inasmuch as the express provisions of the lease 
state that all excess income shall be applied to the principal 
payment of the deed of trust. 

Q. Is that conducive to the ready marketability of this 
building or is it a deterrent in your opinion, Mr. Knouse? 
A. It certainly would be a deterrent to the marketability 
of the building. 

Q. You have mentioned that this is a loft-type building. 
Did you consider this to be in the nature of a single-purpose 
building? Was that what you meant by that, Mr. Knouse? 
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A. Yes. It certainly is in the nature of a single- 

1729 purpose building. 

I think that the analogy that I attempted to draw 
earlier in answering your question about the City Club 
Building is a case in point where you have loft space, sizable 
loft space, that stands idle for years in a good area, a 
good commercial area. That apparently is not rentable 
for either retail store use or readily adaptable for office 
use. 

We have in addition to that a building presently in the 
1300 block of U Street, which is on the market today and 
is a five-story building with 80,000 square feet of floor 
area. It is for rent and has been for rent. It is a loft 
building. 

********** 

Q. Could you give us any estimate of how long you 

1730 think it would take to re-rent this building, if it 
were vacated by the Government and remodeled and 

then put up for renting purposes after that? A. Do I un¬ 
derstand you to infer that the remodeling would be in the 
form of an office building? 

Q. Yes, sir. A. And completely acceptable for such office 
use. 

It would certainly take eight or nine months. 

Q. And, of course, during the renovation period, what¬ 
ever that was, the building would be without income; is 
that correct, sir? A. That is true. 

Q. Now, did you also inquire into the assessed value of 
this property? A. Yes, sir. 

Q. And what did that play, if anything, in your determi¬ 
nation as to the value of this particular building? A. Well, 
first of all the assessment, as I have it in the year 1943— 
early 1943, was $1,500,000 on the building and $358,820 on 
the land, or a total of $1,858,820. 

When I saw that assessment I was surprised, frankly, 
because I believe the assessment was excessive. 



Q. And notwithstanding that it was excessive at that fig¬ 
ure, you were still of the opinion that the value which you 
have given the Court was in fact a fair market value 

1731 on December 31, 1942; is that correct ,sir? A. Yes, 
sir. 

Q. Would there be any appreciable change in those val¬ 
ues in your opinion for the months of January and Febru¬ 
ary, 1943? A. Not an appreciable change, no, sir. 

Q. Would it be fair to say that that would be your opinion 
then that the value you have given would be the fair mar¬ 
ket value during those months, as well as the end of De¬ 
cember, 1942? A. Certainly, within that close a period to 
December 31, 1942. 

• •****•••* 

1732 By Mr. Magee: 

Q. Mr. Knouse, you said that you used a formula of 
eight times gross income. Will you give us your reasons 
why you used that formula for this period in arriving at 
your market value? A. As a preface to the statement, I 
would like to say that commercial properties and apart¬ 
ments were available in those periods of time from 5 to 5 y 2 
to 6 and 6*4 and 7 times gross rentals. It is, therefore, my 
opinion that because of prevailing market conditions, with 
reference to a buyer’s ability to purchase properties at 
those figures, times gross rentals is certainly an indication 
of the value at which investors will purchase property. In 
this instance, I have placed the maximum, in my opinion, 
number of times gross rental that the building could be 
valued at. 

1733 Q. When did the City Club fail? A. It will be, in 
my opinion, in the middle ’20s. 

Q. In the ’20s? A. In the middle ’20s would be my 
opinion. 

Q. That is when the building became vacant? A. Yes. I 
can be in error about the date. My statement, however, is 
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that the building was vacant for years after the City Club 
did vacate its use. 

Q. When did Mr. Magee first request you to go into this 
problem? A. Last week. 

Q. What day, sir? A. I think it was Thursday, sir. 

Q. Last Thursday? A. I think so. 

1734 Q. How many times have you been through the 
Longfellow Building on your inspection? A. Twice. 

Q. Did you go alone? A. Did I go alone? 

Q. Yes. A. Once I went alone and once I did not. 

Q. Who was with you the second time? A. Mr. Albert 
Cassell. 

Q. Prior to testifying here in court, did you know what 
value Mr. Cassell placed on the building? A. No, I did not. 

Q. Did you have any idea what value he put in it ? A. I 
had an idea. 

Q. Where did you get the idea? A. In general discus¬ 
sion with Mr. Cassell when we inspected the building. 

Q. What was the idea that you got? A. We had the plans 
and were reviewing the plans, and Mr. Cassell had the build¬ 
ing contract and such additional information as I also have, 
and it was during that time, I would say, that the question 
of amounts was discussed, but not specifically. I don't 
know what he finally testified to. 

Q. You say you had an idea, but what idea did you get? 

A. The idea that I got as to what he was going to 

1735 testifv to— 

w 

Q. Yes. A. —was roughly the construction value 
of the building, the construction cost of the building, 
plus the land values. 

Q. Less depreciation? A. Yes, probably. 

Q. At 2 percent per year? A. That is the normal figure 
which is used on that type of structure. 

Q. When did you make your first inspection of the build¬ 
ing? A. I don’t know whether it was Thursday or Friday 
of last week, either one of these days. I am not specific 
about it. I don’t remember whether it was Thursday or 
Friday. 


Q. The inspection with Mr. Cassell was on Friday? A. It 
was either Thursday or Friday. 

Q. And that was the second inspection? A. That -was 
the first inspection. Earlier you asked me if I made two 
inspections, and I said yes. 

Q. So it was the second inspection that you made by your¬ 
self A. That is correct. 

Q. And the first inspection was in company with Mr. 
Cassell ? A. That is right. 

1736 Q. Where is the air conditioning plant located in 
that building? A. In the heating area, I think, in the 

lower floor, and I think part of it is in the tower, -where the 
elevator shafts are, at the top. I think that that is true. 

Q. What part of it is in the heating area? A. I do not 
know. 

Q. But you know that part of the air conditioning system 
is in the heating area ? A. It is my understanding that it is. 

Q. Where did you get that understanding, sir? A. In 
going over the building with Mr. Cassell. 

Q. He told you that? A. We discussed it, and my recol¬ 
lection is that reference was made to portions of the air 
conditioning being in that portion of the building. 

Q. How many floors did you inspect? A. All of them. 

Q. W r hat type of a heating plant does it have? A. It is 
steam heat, I believe. 

Q. How is it fired? A. Oil, I believe. I did not examine 
the plant except to just go through it very briefly. Oil, I 
believe. 

Q. Pardon? A. Oil, I think. 

1737 Q. WTiat size heating plant is it? A. I assume 
adequate for the building. It was rather large. 

Q. What type of lighting is there in the Longfellow Build¬ 
ing? A. Electric lights. 

Q. That is as far as you know about it, sir? A. Specifi¬ 
cally, that is the power. It is electrically lighted. 

Q. Is that as much as you know about it, sir? A. Do you 
mean as between fluorescent lighting and a regular incan- 
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descent bulb or what? I don’t know just what you mean 
beyond the fact that it is electrically lighted. 

Q. But that is as far as you went into it? A. That is 
right. 

Q. How many elevators go to the basement? A. One, I 
think. 

Q. What type elevators are these ? A. Electric elevators. 
Q. And that is all you know about the elevators, sir? A. 
Yes, sir. 

Q. What is the composition of the roof? A. Slag. 

Q. Did you look at the roof? A. I did. 

1738 Q. Did you go out on the roof? A. I did. 

Q. Did Mr. Cassell go with you? A. Yes. 

Q. What is the distance from floor to ceiling in the floors 
above the first floor? A. I would imagine that they are 
roughly 8*4 feet, sir. 

Q. You didn’t measure them? A. I did not. 

Q. Did you examine the plans and specifications of the 
building? x\. I did; that is, I looked at the plans. 

Q. Pardon ? A. I looked at the plans, yes. 

Q. And you can only imagine what the distance was ? A. 
That is right. I am giving you an estimate of my own 
on the height from having been in the building and in¬ 
spected it. 

Q. Is that your own estimate or is that Mr. Cassell’s? 
A. No, that is my estimate, sir. 

Q. Did you advise Mr. Cassell of your estimate? A. I 
don’t think so. I don’t recall. 

Q. You could have? A. I could have, yes. 

Q. On which floors were the men’s rooms? A. I 
don’t know. Thev are on alternate floors. I don’t 

1739 know how they start, the men on the second and the 
ladies on the third, but they are on alternate floors. 

Q. Did you inspect them? A. Yes, on one floor, sir. 

Q. On one floor? A. Yes, sir. 

Q. No others? A. That is right. 

Q. Which floor? A. My guess would be around about the 
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fifth or sixth, depending upon which floor was for the male 
members. 

Q. What type of partitions was there installed in the 
building? A. A metal type if removable partition. 

Q. Were they all metal? A. Substantially metal, yes. 

Q. All of the partitions were metal? A. In examining the 
partitions that I saw, certainly most of the material that I 
saw "was metal. I don’t know that I saw any other than 
metal on those partitions. 

Q. Do you know what kind of metal they were? A. Oh, 
a thin gauge metal. They appeared, however, to be of suffi¬ 
cient weight to make a good partition as far as a straight 
partition is concerned. 

Q. Did you appraise the building to include the 

1740 partitions? A. I did not. 

Q. Why? A. It is my understanding the parti¬ 
tions belong to the government. 

Q. Who told you that? A. I believe Mr. Magee advised me 
of that. 

Q. What else did Mr. Magee tell you? A. On that par¬ 
ticular point, I know of nothing else. 

Q. Well, on any other particular point? A. I mean, you 
asked me to answer you the question about partitions. He 
gave me the forms, which I have before me, and asked me 
to make an appraisal of the building, which I have done. 

Q. You don’t recall any other things he told you? A. Not 
specifically, I do not. 

Q. Did he tell you what the issues in this suit concerned? 
A. Yes, I as aware of that and was aware of it before Mr. 
Magee spoke to me through the newspapers. 

Q. But he told you about it also? A. I think that there 
was some discussion about a matter of stock valuation, 
concerning stock, involved in the matter, yes. 

Q. Did he tell you his opinion as to the purchase of the 
stock by the defendants? A. No. 

Q. Did he tell you what other witnesses in this case 

1741 have testified as to the value of the Longfellow Build¬ 
ing? A. No, I don’t recall so. 
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Q. Did you have any idea of what other witnesses in this 
case have testified as to the value? A. Frankly, I think I 
have some recollection of someone saying that a govern¬ 
ment witness testified to a million eight hundred thousand 
dollars, but that is the only recollection that comes to me 
now about it. 

Q. Where did you learn that, sir? Isn’t it a fact Mr. 
Magee told you that? A. I don’t know where else I would 
have gotten it, sir, frankly. 

Q. Have you ever appraised an office building before this 
job that you did for Mr. Magee? A. Not of this size, sir. 

Q. Of any size? A. Office building per se? 

Q. Yes. A. No. 

Q. Have you ever appraised a warehouse? A. Yes. 

Q. When ? A. In the latter ’20s. 

Q. WTaere? A. The warehouse at Georgia Avenue 
1742 and Girard Street, I think it is. 

Q. W T hat was the name if the warehouse ? A. The 
American Storage Company warehouse. 

Q. What was the purpose of that appraisal? A. To give 
such information to the university, Howard University. 

Q. Wliat was your appraisal of that warehouse? A. I 
do not recall. 

Q. Any other warehouses ? A. Small, nothing the size of 
that. 

Q. Name one, sir. A. I can’t specifically recall now. I 
am certain that I have, with all of the appraisal work that j 
I have done, appraised other small warehouses. 

Q. When? A. I have been in the real estate business 
since 1921. 

Q. Please answer the question. A. I beg your pardon, j 
Certainly, during the last 20 years, and I can’t specifically i 
recall all of the work that I have done in that period, I j 
mean, at this time. ' 

7 i 

j 


i 





758 


1746 Q. May I ask you, sir, what you have just figured 
there on that paper? A. I was trying to recall more 

specifically the exact appraisement of the property. 

Q. What were the figures you wrote there? A. I wrote 
19,750 here. 

Q. Is that all you wrote? 

Isn’t it a fact that you write 12,500 and then put under 
it 6,050? 

Isn’t it a fact that you write 12,500? A. That is correct. 
I though you were interested in merely my total that I was 
writing. 

Q. Why did you write 12,500, sir? A. 13,500, sir. 

Q. Why did you originally write 12,500? A. I didn't 
write 12,500, sir. I wrote 13,500. 

********** 

1747 By Mr. Stetson : 

Q. I ask you again, didn’t you write the figure 
12,500 on that paper? A. I did not, sir. You interpret it as 
12,500, with my 3 looking like a 2 to you. 

Q. Isn’t it a fact that you made a change in that figure, 
the first figure on that paper? A. Only to clarify it for you, 
sir. 

Mr; Stetson: I offer Exhibit No. 31 in evidence for pur¬ 
poses of impeachment. 

******** * * 

1752 (The yellow slip of paper, bearing penciled 

figures, previously marked Plaintiffs’ Exhibit 
No. 31 for identification, was received in evi¬ 
dence.) 

******** *• 

1754 Mr. Magee: Your Honor, I have a record here that 
I would like to ask the Court to judicially notice or I 
can prove it by the Clerk of the Court, whichever Your 
Honor prefers. It is the Mahoney suit, 1979-50, which has 
been in the custody of the Clerk since the proceedings 
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started. I can handle it either way. I can ask Your Honor 
to either judicially notice those portions of the record that 
I desire to submit as part of our defense or I will have t^e 
Clerk identify it. 

The Court: Well, the Court may judicially notice its own 
records. 

Mr. Magee: That is what I though, Your Honor. 

Then, Your Honor, I ask you at this time to judicially 
notice in the case entitled Abe Lincoln Mahoney, Plaintiff, 
v. The National Home Library Foundation, Civil Action 
No. 1979-50, which was filed in this Court, on May 3, 

1755 1950, the following parts of that record. 

Mr. Stetson: Your Honor, we ask the Court to 
judicially notice the entire record. Maybe that will save 
time. i 

i 

*#*****#*•; 

i 

Mr. Magee: I will ask Your Honor to judicially notice j 
the complaint entitled Complaint for Damages for Breach i 
of Contract, Breach of Fiduciary Capacity, for the He- | 
moval and Appointment of Trustees, for the Restoration of 1 
Trust Monies and Profits and Other Relief, filed May 3, j 
1950, including thereon Exhibits A, being the Certificate j 
of Incorporation of the National Home Library Foundation, j 
B, being a letter for the issuance of 25 shares of stock of the j 
Longfellow Building Corporation. Also annexed to B 

is a release dated October 8, 1940. The third, Ex- I 

1756 hibit C, Your Honor, is a certified public account- I 
ant’s statement of Wayne Kendrick & Company, per- j 

taining to the Longfellow Building Corporation from date j 
of its inception to June 30, 1948; j 

Motion to Dismiss, filed on May 24, 1950, on behalf of 
the Defendants Longfellow Building Corporation, Robert j 
T. Highfield, L. Harold Sothoron, individually and as mem¬ 
bers of the Board of Directors of the Longfellow Building j 
Corporation, and as officers of the Mt. Vernon Mortgage j 
Corporation, and Mt. Vernon Mortgage Corporation, filed j 
May 24,1950; ! 


i 
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Motion of the Defendant Arthur L. Winn to dismiss the 
complaint as to him and as a trustee, individually, and as a 
trustee of the National Home Library Foundation, and as a 
member of the Board of Directors of the Longfellow Build¬ 
ing Corporation, filed May 24, 1950; 

Motion to Dismiss of the Defendants Fannie S. Mittell 
and Roy S. Thurman, individually, and as alleged trustees 
of the National Home Library Foundation; 

Motion to Dismiss of the National Home Library Foun¬ 
dation, a corporation; 

Summons issued under date of May 3,1950, by this Court, 
directed to George Morris Fay, United States Attorney, 
and the return thereon, which shows he was personally 
served on May 8, 1950; 

Request for Admissions filed by Roy S. Thurman under 
date of June 16,1950; 

1757 Summons on the remaining individual defendants, 
Your Honor, issued on May 3, 1950, and the return 
thereon, showing service on all of the other defendants in¬ 
volved in the action, which bears the file stamp June 19, 
1950; 

Answer filed June 6, 1950 on behalf of George Morris 
Fay, United States Attorney for the District of Columbia, 
averring that the proper party defendant, as a representa¬ 
tive of the public for the unknown beneficiaries and the 
charitable trust, is the Attorney General of the United 
States; 

Memorandum Opinion, filed July 21, 1950, by Mr. Justice 
Edward A. Tamm of this Court, dated July 21, 1950; 

Order entered July 25, 1950 dismissing the complaint as 
to the Defendants Fannie S. Mitchell and Roy S. Thurman; 

Order entered July 25, 1950 dismissing the complaint 
as to the Defendants Longfellow Building Corporation, a 
corporation, Robert T. Highfield, L. Harold Sothoron, in¬ 
dividually and as members of the Board of Directors of 
Longfellow Building Corporation, and as officers of Mt. 
Vernon Mortgage Corporation and Mt. Vernon Mortgage 
Corporation, a corporation; 
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Motion filed August 1, 1950 to Dismiss, by tbe Defendant 
George Morris Fay, as United States Attorney for the Dis¬ 
trict of Columbia; 

Order entered September 8, 1950 dismissing the com¬ 
plaint as to the Defendant National Home Library Foun¬ 
dation, a corporation; 

Stipulation of September 11, filed September 11, 

1758 1950, between William L. P. Burke, Attorney for the 
Plaintiff, and Ross O’Donoghue, Assistant United 

States Attorney, acting for the Defendant George Morris 
Fay, dismissing the complaint by stipulation, without costs 
to the parties; 

Order filed October 17, 1950 dismissing the complaint as 
to the Defendant Arthur L. Winn. 
********** 

1759 The Court: Very well, Plaintiffs’ Exhibit No. 32 
is admitted. 

(Letter dated April 1, 1938, addressed to the 
National Home Library Foundation, previ- 
viously marked Plaintiffs’ Exhibit No. 32 for 
identification, was received in evidence.) 

Mr. Magee: Your Honor, of course, I am objecting to 
this, in keeping with the objection that I interposed the 
other day, on the theory that this is taking piecemeal a 
matter which we attempted to submit to the Court, that 
counsel are now attempting to take out of this file letters 
which they think are favorable to this file and are leaving 
out of this file the findings of the Bureau, its recommenda¬ 
tions, its actual banning of the tax status. Then there is a 
revocation of the tax status effective as of December, 1943. 
I don’t think this is a complete picture, and Your Honor 
should have that whole file and not placemeal this way. 

Mr. Stetson: Your Honor, Exhibit No. 32 goes to explain 
the exhibits that were offered, some of which were received 
in evidence the other day, which at that time I stated were 
for the purpose of showing the true purposes of the Foun- 
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dation as expressed by Mr. Thurman, who was then on the 
stand, and others back in 1938. These do not go to show any 
connection with the Bureau of Internal Revenue, exemption 
from taxes or anything of the sort. What they do 
1760 show is what these trustees were doing and what they 
represented to the Bureau of Internal Revenue they 
were doing back in 193S. 

Mr. Magee: May it please the Court, counsel’s statement 
is incorrect. If I can read English, he has handed me a 
letter, which he has now identified and marked as an exhibit, 
dated April 1, 1938, and that is all that it pertains to. It 
says, “Reference is made to an affidavit which you submitted 
in support of your claim for exemption from Federal in¬ 
come taxation under Section 1816 of the Revenue Act of 
1936.” That is what we are saying precisely to them, Your 
Honor. 

The Court: Mr. Magee, I think we are all familiar with 
the procedure with respect to attempting to get status for 
these foundations, that various letters and exhibits and 
so on are customarily filed. 

Mr. Magee: I appreciate that, Your Honor, but just pick¬ 
ing the ones the prosecution likes—why don’t we have the 
entire file, so Your Honor can see the whole picture? I 
submit, this is improper, that we should have a ruling on 
when they revoked the ruling and the reasons for the revo¬ 
cation of the rule, because as I have told Your Honor before, 
the charitable ruling, which they are now using this to 
show, was revoked by the Bureau prior to the institution of 
the present suit. It is very significant that Your Honor 
should note it. 

The .Court: Exhibit No. 32 is admitted. 

(Letter dated April 1, 1938, addressed to the 
National Home Library Foundation, was pre¬ 
viously received in evidence as Plaintiffs’ Ex¬ 
hibit No. 32: See Page 1759.) 
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Mr. Stetson: May I ask whether Exhibit No. 30 was or 
was not admitted, Your Honor? 

##**###**• 

* Mr. Stetson: No, Your Honor. 

Mr. Magee: Then it is still subject to the same objection, 
K Your Honor. 

********** 

Mr. Magee: I just want to renew our objection, that that 

* obviously is not a complete document. All they have 

1762 is a letter, when there are a number of attachments 

k which are referred to or made a part of the letter by 

reference, Your Honor. 

The Court: As I understand it, the letter is complete 
and the thing that is missing is the charter and the by-laws 
and the list of publications; is that correct? 

Mr. Magee: I think there was another thing on 30. 
k Mr. Denit: We thought, if the Court please, that the 

document that is incomplete and concerning which the gov¬ 
ernment was going to make inquiry was Plaintiffs’ Exhibit 
No. 29, the third page of which begins with this sentence: 

* “We are attaching herewith one of our recent catalogues, 
together with a statement of income and expenditures of 
1937,” and that is the precise title which appears on the 

f exhibit attached to the Thurman letter of April 30, 1938 

and is marked Plaintiffs’ Exhibit No. 28. 

^ ********** 
Mr. Denit: If the Court please, Mr. Stetson has done a 
lot of things in this case, but he has never qualified as a 
witness yet. Now these papers don’t prove themselves. 
Mr. Stetson: Your Honor, we tender in evidence what 

* has been marked Plaintffs’ Exhbit No. 29, and I would 

like to hand up to the Court at this time the original 

1763 of the letter which has been marked No. 29, together 

- with the attachment to that letter, and I ask Your 

Honor to note the punches through these papers and for 
Your Honor to determine for herself whether or not this 


attachment that I hold here in my hand was or was not 
the statement attached to the letter of March 22, 1938. 

«#•••*#••• 

1764 Mr. Denit: We would like to make a further ob¬ 
servation, Your Honor, that these papers refer to 

a state of fact existing in 193S, which is two years before 
the first of the transactions involved in this lawsuit, and 
we do not think they have any relevancy to establishing 
what the conditions were in 1940. Then we repeat the ob¬ 
servation made last week, that the document ought not to 
be admitted because it is obviously incomplete on its face, 
and one can’t take the good and reject the bad from a file. 
The Court: No. 29 is admitted. 

(Letter on letterhead of National Home Li¬ 
brary Foundation, dated March 22, 1938, to 
Commissioner of Internal Revenue, signed 
Ben Grey, previously marked Plaintiffs’ Ex¬ 
hibit No. 29 for identification, was received in 
evidence.) 

♦ *•*#***♦** 

1765 Mr. Stetson: I ask that Plaintiffs’ Exhibit No. 33 
be admitted in evidence. It is marked as a pre-trial 

exhibit, Your Honor. Obviously, they have seen it. 

The Court: Have vou shown this to counsel? 

Mr. Stetson: It is marked as a pre-trial exhibit, Your 
Honor. 

Mr. Magee: Have the record show I just handed that 
letter to counsel at his request, Your Honor. 

Mr. Stetson: I offer Plaintiffs’ Exhibit No. 33 in evidence. 
Mr. Magee: Your Honor, I have no objection to that. 
I join in the offering of that exhibit. It confirms exactly 
what Mrs. Mittell said, that these people were willing to 
wait for the money but she thought they should be paid. 

Mr. Stetson: May the record show that Mr. Magee closed 
his case before this paper was offered in evidence. His 


765 


attempt to join now is to try to cover up the fact that he 
did not want that paper in evidence. 

The Court: Now the record speaks for itself. No. 33 is 
admitted. 

1766 (Letter on letterhead of H. Wolff Book Manu¬ 

facturing Company, dated July 21, 1942, to 
Mrs. Sherman Mittell from Arthur Wolff, pre¬ 
viously marked Plaintiffs’ Exhibit No. 33 for 
identification, was received in evidence.) 

• ##*####** 

1774 Mr. Stetson. 

* ********* 

1789 Perhaps I haven’t covered the point adequately 

as to why Mount Vernon should be held responsible 
for the actions of Mrs. Mittell. I think I have demon¬ 
strated that Mrs. Mittell, as a fiduciary, was not acting 
properly. I think I have demonstrated that the other 
trustees had no part in this transaction, no material part. 
They ratified it; they merely acquiesced in the scheme pro¬ 
posed by Mr. Highfield, or, I should say, jointly proposed 
by Highfield and Mrs. Mittell. 

Now, where does the guilt attach to the Mount Vernon 
Mortgage Corporation? Simply this. They were aware 
So much for the question of tender back. 

Another legal question I believe was raised in these 
memoranda'.was the question of laches. That question was 
disposed of on the motion to dismiss, and I feel that it is 
of her breach of trust, and a party who deals with a fidu¬ 
ciary in knowledge that that fiduciary is acting in breach 
of her duty is bound by the same rules of equity as the 
fiduciary herself. It is the old principle that a party who 
is guilty of fraud is no more guilty than the party dealing 
with them in knowledge of that fraud. 

And when I mention the word “fraud,” Your Honor, 
I remind the Court again that the burden is upon the 
fiduciary to show the fairness, the ultimate fairness, the 
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adequacy of the price, the arm’s length nature of this trans¬ 
action. It is not upon the Government in this case to 
sustain any burden of proof of fraud. We have 

1790 neither alleged it nor do we allege it now. We 
simply say that the transaction does not meet the 

tests that the cours have from time immemorial laid down 
as to fiduciaries' actions with their trust property. So it 
is the knowledge possessed by Highfield and Sothoron and 
Koss, and which must be imputed to their corporation, the 
knowledge that Fannie Mittell was acting in breach of her 
fiduciary relationship, by not ascertaining the true value of 
this stock, by making no attempt to sell this stock beyond 
the sale that actually was consummated; it is that knowl¬ 
edge that makes them in pari delicto with the fiduciary 
herself. For that reason the sale of the 833 shares to 
Mount Vernon must be set aside. 

Now the question comes up about the tender of the 
purchase price. Both defendants seem to make a great 
deal of this point, that since the plaintiff has failed to 
tender back the benefits received, there can be no rescission. 
But, Your Honor, it is manifest from the case law upon that 
point. Every one of those cases says the benefit which he 
has received, which the plaintiff has received. It is the 
principle that he who seeks equity must do equity. But 
here the Government has not received one cent. The public 
has received not one cent. Nor will the Government re¬ 
ceive one cent, in the outcome of this suit. The rule cannot 
possibly apply in a situation such as faces the Court here. 
Having received nothing, there is nothing to return. 

1791 The rule cannot apply, in logic it cannot apply, in a 
case where the plaintiff was not the party who ben¬ 
efited from the contract which he seeks to rescind. When 
I say “benefited,” I mean of course not necessarily a net 
benefit, but any benefit whatever. 

So much for the question of tender back. 

Another legal question I believe was raised in these 
memoranda was the question of laches. That question was 
disposed of on the motion to dismiss, and I feel that it is 


unnecessary to argue further on that point. The memo¬ 
randa submitted by the parties on the question of laches 
are before this Court, the memoranda under the motions to 
dismiss. It seems inconceivable to me, of course, that this 
trial would have progressed to the state it is now in if the j 
doctrine of laches were applicable to the case. 

By the same token I think we can dispense with further 
argument on the queston of substitution of one Attorney ! 
General for another, or lack of a party plaintiff, or indis- | 
pensable parties, or what have you. These technicalities, 
Your Honor, should not affect a court of equity in the pro¬ 
tection of the public’s property. i 

• # * * • * • • * • 

| 


i 


i 

i 


i 


I 

i 
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Plaintiffs' Exhibit No. 1 

1 Certificate of Incorporation 

of 

“National Home Library Foundation” 


The undersigned, all citizens of the United States and a 
majority of whom are residents of the District of Colum¬ 
bia, desiring to associate themselves as a corporation for 
the purposes enumerated in Section 599 (sub-chapter 3 of 
chapter 18) of the Code of Laws for the District of Colum¬ 
bia, (D. C. Code of March 4, 1929, Title 5, Chapter 5), 
hereby make, sign and acknowledge this certificate of in¬ 
corporation and certify as follows: 

First: The name or title by which this corporation shall 
be known is “National Home Library Foundation”. 

Second: The term for which this corporation is or¬ 
ganized, is perpetual. 

Third: The particular business and objects of this cor¬ 
poration are to promote and inculcate in more people the 
desire to read good literature; to make home libraries more 
easily available to greater numbers of our population; to 
urge the reading of good literature through printed an¬ 
nouncements, radio broadcasts and newspapers; and to 
these ends to provide for the delivery and holding of lec¬ 
tures, exhibits, public meetings, classes and con- 
2 ferences, calculated to advance the cause of educa¬ 
tion and promote the general culture of the nation; 
and for these purposes to do and perform every lawful act 
and thing necessary and expedient to be done or performed 
and which may be convenient or advantageous for the effi¬ 
cient conduct of its affairs; and to have and exercise all 
powers conferred by the laws of the District of Columbia 
upon corporations organized under sub-chapter 3, (Code 
of March 4, 1929, Title 5, Chapter 5, of the incorporation 
laws of the District of Columbia. 
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Fourth: The number of trustees who shall manage the 
concerns of the corporation for the first year of its ex¬ 
istence shall be twenty (20). 

Fifth: The corporation shall have power for themselves 
and their successors, to have and use a common seal, to 
amend its charter, to make by-laws, to elect officers, trus¬ 
tees, and agents, and to take, receive, hold and convey real 
and personal estate necessary for the purpose of the cor¬ 
poration and to take, hold, receive and convey other real 
and personal property, the clear annual income from 
which shall not exceed in value Twenty-five Thousand 
Dollars ($25,000.00), and to do and perform all and every 
other thing incidental to the purposes for which the cor¬ 
poration is organized and as authorized by law\ 

In Testimony Whereof we have hereunto set our hands 
and affixed our seals this 11th day of February, 1932. 

Sherman F. Mittell (Seal) 
Katherix Hixson (Seal) 
George E. Edelix (Seal) 

Geo. E. Judd (Seal) 

R. S. Thurman (Seal) 

In the presence of: 

Sadie Lebowitz 

3 District of Columbia, ss :— 

I, Harold P. Ganss, a Notary Public in and for the Dis¬ 
trict of Columbia, do hereby certify that Sherman F. 
Mittell, George E. Judd, Katherine Hinson, R. S. Thurman 
and George E. Edelin, parties of the foregoing and an¬ 
nexed Certificate of Incorporation of “National Home 
Library Foundation”, of Washington, D. C. bearing date 
on the 11th day of February, 1932, personally appeared 
before me in the District aforesaid, the said Sherman F. 
Mittell, George E. Judd, Katherin Hinson, R. S. Thurman 
and George E. Edelin being personally well known to me 


► 













to be the persons who made and signed the said Certificate 
and severally acknowledged the same to be their act and 
deed for the purposes therein set forth. 


Witness my hand and seal this 11th day of February, 
1932. 


(Notarial Seal) 


(Sgnd) Harold P. Ganss 

Notary Public, D. C. 




87 National Home Library Foundation 

March 19, 1941, Meeting of Board of Trustees 

A meeting of the Board of Trustees was held at 1213 St. 
Matthews Court, N. W., Washington, D. C., on the 19th 
day of March, 1941, at 10:00 A.M. 

Present: Sherman F. Mittell 
Robert B. Craig 
Fannie E. Sessions 

The Secretary gave notice of an Annual Meeting of the 
stockholders of the Longfellow Building Corporation. In 
order that the stock of the Foundation could be voted at 
the annual meeting, it was necessary to appoint a repre¬ 
sentative. 

Upon motion duly made, seconded and carried, it was 

Resolved that Sherman F. Mittell be appointed proper 
representative of the Foundation to vote for and in 
behalf of the Foundation at the annual meeting of the 
stockholders of the Longfellow Building Corporation 
on April 8, 1941, and at any adjournment thereof. 

Whereas Messrs. Arthur L. Winn, Robert T. Higlifield 
and L. Harold Sothoron have resigned from the Board 
of Trustees of the Foundation and it does not appear nec¬ 
essarily desirable to elect trustees in their places, now 
therefore, be it 
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Resolved that the by-laws of the Foundation be and they 
hereby are amended to provide for three Trustees in¬ 
stead of seven. 

No further business was presented, and upon motion the 
meeting was adjourned. 

Fannie E. Sessions 
Secretary 

88 Waiver of Notice 

Special Meeting, Board of Trustees, National Home 

Library Foundation 

We, the undersigned, hereby severally waive notice of 
the special meeting of the Board of Trustees of the Na¬ 
tional Home Library Foundation, and consent that the 
same may be held at its office at 1213 St. Matthews Court, 
N. W. on the 19th day of March, 1941, at 10:00 A.M., and 
we do further consent to the transaction of any and all 
business that may come before the meeting. 

Fannie E. Sessions 
Sherman F. Mittell 
Robert B. Craig 

89 National Home Library Foundation 
May 28, 1941 Meeting of Board of Trustees 

A meeting of the Board of Trustees was held at 1213 
St. Matthews Court, N. W., Washington, D. C. on the 28th 
of May, 1941, at 10:00 A. M. 

Present: Sherman F. Mittell 
Robert B. Craig 
Fannie E. Sessions 

The President reported that the Foundation needed cash 
for current expenses and that he had talked with Mrs. 
Mittell in respect to her lending the Foundation some 
monev and that she had agreed to lend the Foundation 






$12,000, and that he thought a resolution ought to be 
passed authorizing the Foundation to borrow this money. 

Whereupon, on motion duly made, seconded and carried 
it was duly 

Resolved that the National Home Library Foundation be 
and it is hereby authorized to borrow $12,000 from 
Mrs. Mittell and the said loan shall be payable on 
demand of Mrs. Mittell, provided, however, that the 
Foundation shall have the right to repay the said loan 
in whole or in part at any time at its option without 
demand. 

No further business was presented, and upon motion 
the meeting was adjourned. 

Fannie E. Sessions 
Secretary 

90 Waiver of Notice 

Special Meeting, Board of Trustees, National Home 

Library Foundation 

We, the undersigned, hereby severally waive notice of 
the special meeting of the Board of Trustees of the Na¬ 
tional Home Library Foundation, and consent that the 
same may be held at its office at 1213 St. Matthews Court, 
N. W. on the 28th of May, 1941, at 10:00 A. M., and we do 
further consent to the transaction of any and all business 
that may come before the meeting. 

Sherman F. Mittell 
Robert B. Craig 
Fannie Sessions 

91 Minutes of the Meeting of the 
Board of Trustees of the National 

Home Library Foundation. 

A special meeting of the Board of Trustees of the 
National Home Library Foundation was held on Wednes- 
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day, January 14, 1942, at 10:00 A. M. at the office of the 
Corporation, 1213 St. Matthews Court, N. W., Washington, 
D. C. 

There were present: 

Robert B. Craig 
Fannie E. Sessions 
Sherman F. Mittell 

The meeting was called to order and upon motion duly 
made, seconded, and carried it was 

Resolved, that the National Home Library Foundation, a 
District of Columbia corporation, be, and it is hereby 
authorized and directed to borrow $12,000 from the 
Mount Vernon Mortgage Corporation and as evidence 
thereof, execute and deliver its collateral promissory 
note, payable to the order of the Mount Vernon 
Mortgage Corporation, for $12,000, payable a year 
after date with interest at 6 per cent per annum until 
paid, and pledge as collateral security thereof, 931 
shares of the capital stock of the Longfellow Building 
Corporation, a Delaware corporation, and be it further 

Resolved, that the President and Secretary be, and they 
hereby are, authorized and directed to execute and 
92 deliver the aforesaid promissory note and the neces¬ 
sary stock powers to effect a valid pledge of the afore¬ 
said stock together with the necessary pledge agree¬ 
ment, and be it further 

Resolved, that the President and Secretary be, and they 
hereby are, authorized and directed to do and to per¬ 
form any and all other acts or things necessary and 
proper to effect the consummation of the borrowing 
of the aforesaid $12,000, including the execution of 
any papers or documents necessary and required by 
the lender. 


774 


There being no further business to come before the 
meeting, upon motion duly made, seconded and carried, 
the meeting was adjourned. 

Fannie E. Sessions 
Secretary. 

93 Waiver of Notice of Special Meeting of 

Board of Trustees of 
National Home Library Foundation 

We, the undersigned, hereby severally waive notice of 
the time, place and purpose of a special meeting of the 
board of trustees of the National Home Library Founda¬ 
tion, and consent that the same may be held at its office, 
1213 St. Matthews Court, N. W., Washington, D. C., on 
Wednesday, January 14, 1942, at 10 A. M., and we do 
further consent to the transaction of any and all business 
that may come before the meeting. 

Fannie Sessions 
Sherman F. Mittell 
Robert B. Craig 

Dated: January 14, 1942. 

*#•#•*»«•• 

98 National Home Library Foundation 

August 14, 1942 
Meeting of Board of Trustees 

A meeting of the Board of Trustees was held at 1213 
St. Matthews Court, N. W., Washington, D. C. on the 14th 
day of August 1942 at 3 P. M. 

There were present 

Robert B. Craig 
Fannie E. Sessions 

The Secretary called the meeting to order. The purpose 
of the meeting was to elect a trustee in the place of Mr. 
Sherman F. Mittell and also to elect a President of the 
Foundation. 
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Upon motion duly made, seconded, and carried, Mr. 
Sidney Acey Carraway was elected trustee of the Founda¬ 
tion to fill the unexpired term of Mr. Mittell and until his 
successor is duly elected and qualified. 

Whereupon, Mr. Carraway, being present, immediately 
assumed the duties of the office of trustee. 

On motion duly made, seconded and carried, Mr. Sidney 
Acey Carraway was elected President of the Foundation 
for the ensuing year or until a successor is duly elected 
and qualified. 

Whereupon, Mr. Carraway duly assumed the office of 
President. 

No further business was presented and upon motion, the 
meeting was adjourned. 

Fannie E. Sessions j 

Secretary. I 

100 National Home Library Foundation 

January 15, 1943 | 

Meeting of Board of Trustees. 

A meeting of the Board of Trustees was held at 1213 j 
St. Matthews Court, N. W., Washington, D. C. on the 15th j 
day of January 1943 at 10:30 A. M. 

There were present and voting, the following Trustees, j 

constituting a quorum: j 

j 

Sidney Acey Carraway 

Fannie E. Sessions ! 

i 

The Secretary called the meeting to order. The pur- i 
pose of the meeting was to consider an offer by the Mount j 
Vernon Mortgage Corporation to purchase 833 shares of ! 
stock in the Longfellow Building Corporation, held by the j 
National Home Library Foundation. 

Upon motion duly made, seconded and carried it was j 
ordered that the National Home Library Foundation sell I 

* m j 

to the Mount Vernon Mortgage Corporation 833 shares ; 
of stock for $33.50 a share, aggregating $27,905.50 for ! 


cash. Be it further ordered that this corporation, the 
National Home Library Foundation, pay the Mount Ver¬ 
non Mortgage Corporation $12,000, together with the 
interest thereon, out of the proceeds of said sale, said note 
of $12,000 now being due. 

No further business was presented and upon motion 
the meeting was adjourned. 

Fannie E. Sessions 
Secretary 

Original of the above delivered to the Mount Vernon 
Mortgage Corporation, January 19th, 1943. 

Fannie E. Sessions 
Secretary. 

101 Waiver of Notice of Special Meeting of 

Board of Trustees of 
National Home Library Foundation 

We, the undersigned, hereby severally waive notice of 
the time, place and purpose of a special meeting of the 
Board of Trustees of the National Home Library Founda¬ 
tion, and consent that the same may be held at its office, 
1213 St. Matthews Court, N. W., Washington, D. C., on 
Friday, January 15, 1943 at 10:30 A. M., and we do 
further consent to the transaction of any and all business 
that may come before the meeting. 

S. A. Carraway 

Robert B. Craig 

Fannie E. Sessions 

Dated: January 15, 1943. 

Original of the al>ove delivered to Mount Vernon Mort¬ 
gage Corporation, January 19, 1943. 

Fannie E. Sessions 
Secretary 
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102 National Home Library Foundation 

February 15, 1943 
Meeting of Board of Trustees. 

A meeting of the Board of Trustees was held at 1213 
St. Matthews Court, N. W., Washington, D. C. on the 15th 
day of February 1943 at 10:30 A. M. 

There were present and voting, the following Trustees, 
constituting a quorum: 

Sidney Acey Carraw^ay 
Fannie E. Sessions 

The Secretary called the meeting to order. 

Upon motion duly made, seconded and carried, it was 
ordered that this Corporation transfer and assign to 
Fannie E. Mittell, 100 shares of capital stock of the Long¬ 
fellow Building Corporation for $33.50 a share, aggre¬ 
gating $3,350, and that purchase price thereof, to-wit 
$3,350, be applied against this corporation’s indebtedness 
of $12,000 to the said Fannie Mittell, leaving a balance due 
by this Corporation to her of $8,650. 

Upon motion duly made, seconded and carried, it was 
ordered that the Secretary and Treasurer be and she is 
herebv authorized and directed to enter into a contract or 
contracts with such persons or corporations for the sale 
of the books belonging to this Corporation at such price 
or prices and on such terms and conditions as in her judg¬ 
ment will be to the best advantage of this Corporation. 

No further business was presented and upon motion the 
meeting was adjourned. 

Fannie E. Sessions 
Secretary 

103 Waiver of Notice of Special Meeting 

of Board of Trustees of 
National Home Library Foundation 

We, the undersigned, hereby severally w-aive notice of 
the time, place and purpose of a special meeting of the 
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Board of Trustees of the National Home Library Foun¬ 
dation, and consent that the same may be held at its office, 
1213 St. Matthews Court, N. W., Washington, D. C., on 
Monday, February 15, 1943 at 10:30 A. M., and we do 
further consent to the transaction of any and all business 
that may come before the meeting. 

S. A. Carraway 
Robert B. Craig 
Fannie E. Sessions 

Dated: February 15, 1943 

104 National Home Library Foundation 

December 9, 1943 
Meeting of Board of Trustees 

A meeting of the Board of Trustees was held at #4 
Alcott Road, Bethesda, Maryland on the 9th day of De¬ 
cember 1943 at 10:30 A. M. 

There were present and voting, the following Trustees, 
constituting a quorum: 

Sidney Acey Carraway 
Robert B. Craig 
Fannie E. Sessions 

The Secretary called the meeting to order. 

Fannie Sessions reported to the Board that she had 
been able to liquidate the Foundation so that all known 
debts had been paid in full and that there was approxi¬ 
mately $3800 on hand. 

The Secretary further reported that during the past 
year she had devoted the major part of her time to the 
affairs of the Foundation and that she felt that she should 
be reimbursed for the expenses that she had incurred and 
compensated for the time devoted to the affairs of the 
Foundation. 

After a full discussion, on motion duly made, seconded 
and carried, there was ordered a payment of $1000 be 
made to Miss Sessions for expenses and as compensation 
in part for services rendered $2000 should be paid. 
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No further business was presented and upon motion the 
meeting w T as adjourned. 

Fannie E. Sessions 
Secretary 

105 Waiver of Notice of Special Meeting 

of Board of Trustees of 
National Home Library Foundation 

We, the undersigned, hereby severally waive notice of 
the time, place and purpose of a special meeting of the 
Board of Trustees of the National Home Library Founda¬ 
tion, and consent that the same may be held at its office, 
#4 Alcott Road, Bethesda, Maryland, on Thursday, De¬ 
cember 9, 1943 at 10:30 A. M., and w T e do further consent 
to the transaction of any and all business that may come 
before the meeting. 

Robert B. Craig 
S. A. Carraway 
Fannie E. Sessions 


Dated: December 9, 1943 
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Plaintiffs' Exhibit No. 5 

Filed April 20, 1955 

LONGFELLOW BUILDING CORPORATION 


GENERAL LEDGER ACCOUNT — REAL ESTATE — LAND 
Lots S06, 807, S08, S09, 810, 811; Sq. 159 


Date 


F. 

Dr. Cr. 

Bal. 

1939 

Aug. IS 

Randall H. Hagner 

C2 

$500.00 


Oct. 13 

i < 

C2 

170.00 


Nov. 13 

4 i 

C2 

225.00 


1940 

Feb. 21 

i i 

C2 

500.00 


29 

N. Y. Life Ins. Co. 

C2 

2,000.00 


Apr. 5 

Rob’t E. Lynch 

C2 

500.00 


Mav 9 

R. E. Title Ins. Co. 

C27 

91,818.20 


10 

i i 

J5 

275,000.00 


13 

MYM Co. Deposit Forfeit 

C27 

500.00 


15 

Marg. P. Botts 

C27 

750.00 


16 

NHLF 

C27 

257.60 


16 

John Carney 

C27 

37.50 


16 

Theo. S. Fields, et al. 

C27 

60.00 


16 

NHLF 

C27 

4,000.00 


June 3 

PEPCo 

C27 

1.56 


3 

Quinter & Sothoron 

C27 

583.75 


15 

PEPCo 

C27 

1.24 


July 8 

Randall II. Hagner 

C27 

5.20 


Sep. 5 

i i 

C27 

40.67 


Dec. 28 

Back Taxes 

J5 

3,233.87 


May 10 

360 Sh. to NHLF as of 7-18-39 

J7 

1S0.000.00 


June 30 

898 Sh. to Mittell & Tliurhan 

J7 

4,490.00 


May 17 

Rent Adjust. 1741 R.I. Avc. 

C3 

$97.69 

$564,576.90 

1942 

June 30 


Jll 

158.90 

564,735.80 


Cash Payments—Net 
RFC Advance 
Other Charges 

Stock Issued 


SUMMARY 

$101,853.03 

275,000.00 

3,392.77 


$380,245.80 

184,490.00 


$504,735.80 
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Plaintiffs' Exhibit No. 6 

Filed May 4, 1955 

LONGFELLOW BUILDING CORPORATION 
GENERAL LEDGER 
BUILDING 


1940 

May 

10 

RFC Fee 

F. 

J5 

Dr. 

15,000.00 

13 

Lescaze 

C27 

20,000.00 


16 

Berrall & Locraft 

C27 

20.00 


16 

A. L. Winn 

C27 

343.80 


16 

Essex Const. 

C27 

300.00 


16 

MVMC 

C27 

91.72 


16 

0. A. Mechlin 

C27 

125.00 


16 

NHLF 

027 

1,015.00 


IS 

Performance Bond 

C27 

17,205.00 


13 

MVMC 

C27 

41.50 


13 

1 1 

C27 

2.33 

June 

6 

Quinter & Sothoron 

C27 

254.19 


25 

Bldg. Permit 

C27 

100.00 

July 

9 

i i 

C27 

1,314.00 

13 

Misc. 

C27 

.80 


17 

Insurance 

C27 

1,275.30 


29 

Misc. 

C27 

1.50 

Aug. 

1 

McShain 

J5 

60,169.20 

1 

Lescaze 

J5 

4,365.11 


27 

McShain 

J5 

65,175.18 


27 

Lescaze 

J5 

4,262.50 

Sep. 

5 

L. H. Sothoron 

C27 

17.57 

6 

Berrall & Locroft 

C27 

21.00 


6 

C. B. Stovall 

C27 

150.00 


6 

A. L. Winn 

C27 

7,500.00 


10 

Fuller & D’Albert 

C27 

2.40 

Oct. 

1 

McShain 

J5 

76,553.04 

1 

Lescaze 

J5 

4,299.50 


17 

Berrall & Locroft 

02 7 

31.00 


30 

McShain 

C27 

143,032.35 

Nov. 

18 

Berrall & Locroft 

C27 

15.00 

oo 

wW 

McShain 

C27 

228,321.93 


22 

Lescaze 

C27 

4,356.53 


28 

RFC Mtge. Co. 

C27 

2.16 

Dec. 

7 

Berrall & Locroft 

C27 

15.00 

28 

McShain 

027 

217,348.62 

1941 

Jan. 

21 

McShain 

027 

218,590.90 

21 

Lescaze 

C27 

9.S96.22 


28 

MVMC 

C27 

10.00 

Feb. 

14 

Elec. Bulbs 

C27 

632.30 


26 

Chas. Parker Co. 

027 

65.76 


26 

Berrall & Locroft 

027 

35.00 

Mar. 

7 

Elec. Bulbs 

027 

45.50 

19 

Adams Engr. 

027 

6,125.00 


19 

McShain 

027 

121,479.49 


19 

Lescaze 

027 

6,826.06 

Apr. 

5 

Adams Engr. 

C28 

9,060.00 

5 

Berrall & Locroft 

C28 

5.00 
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FT 

i 

Adams Engr. 

C28 

10 

Shade Shop 

C28 

18 

Lescaze 

C28 

18 

Edw. U. Mente 

C28 

27 

S. F. Mittell (75%) 

C2S 

27 

L. H. Sothoron 

C2S 

27 

E. Flavelle Koss 

C82 

27 

R. T. Highfield 

C2S 

27 

A. W. Lee 

C28 

27 

Edw. W. Mente 

C28 

27 

Harry Alexander, Inc. 

C28 

27 

Coll. Taxes D. C. 

C28 

28 

R. T. Highfield 

C28 

11 

MVMC 

C2S 

20 

McShain 

J6 

20 

McShain 

J6 

20 

Leseaze 

J6 

23 

Highfield 

C2S 

27 

McShain 

C29 

27 

Leseaze 

C29 

27 

Bal. on Performance Bond 

C29 

30 

Int. on First Trust to 2-3-41 

J6 

30 

Int. on 2nd Trust to 2-3-41 

J6 

30 

204 Sh. Stock to McShain 



as of 5-3-40 

J6 

30 

Sh. Stock to Lescaze 



as of 5-3-40 

J6 

30 

Adams Engr. 

J8 

30 

Frank A. Biberstein 

J8 


Balance 7-1-41 


553.94 

194.75 
4,000.00 

558.14 

9,000.00 

10 , 000.00 

750.00 

1,000.00 

124.28 

19.47 

392.00 

3.29 

2,ooo!oo 

24.00 

42,089.50 

11,127.93 

5,495.00 

2,000.00 

1,700.00 

54.75 
167.90 

19,225.87 

127.30 

102,000.00 

17,500.00 

4,010.00 

50.00 


$1,470,939.81 


$8,667.83 


SUMMARY 

Cash Payments and Payments by RFC 
Payments in Stock 

McShain 102,000.00 

Lescaze 17,500.00 


$1,360,107.64 


119,500.00 


Less Transfer 


$1,479,607.64 

8,667.83 


$1,470,939.81 
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Plaintiffs' Exhibit No. 7(c) 

LONGFELLOW BUILDING CORPORATION 
BALANCE SHEET 
DECEMBER 31, 1942 
ASSETS 

CURRENT ASSETS: 

Cash in bank $ 

United States Government 
Mt. Vernon Mortgage Corporation, Agents 

Total Current Assets 

FIXED ASSETS: 

Land $ 564,735.80 

Building $1,470,939.81 

Less Reserve for Depreciation 56,386.03 1,414,553.78 

Total Fixed Assets 
ORGANIZATION EXPENSE 
PREPAID EXPENSES: 

Insurance $ 2,013.28 

Taxes 8,757.34 

Total Assets 


1,434.93 

18,076.24 

13,680.93 


LIABILITIES AND CAPITAL 
CURRENT LIABILITIES: 

Taxes payable $ 11,096.45 

Accrued interest on First Trust Mortgage 2,879.39 


FIXED LIABILITIES: 

First Trust Mortgage 
Second Trust Mortgage 


$1,373,824.20 

90,000.00 


CAPITAL STOCK: 

Surplus—July 1, 1942 
Net profit July 1, 1942 
to Dec. 31, 1942 


CAPITAL 

$ 455,005.00 

$57,456.17 

33,251.73 90,707.90 


Total Liabilities and Capital 


$ 33,192.10 


1,979,289.58 

260.64 

10,770.62 

$2,023,512.94 


13,975.84 


1,463,824.20 


545,712.90 

$2,023,512.94 
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Plaintiffs' Exhibit No. 10 

20 REAL ESTATE — LAND 


Lots 806, 807, 808, 809, 810, 811; Sq. 159 
Washington, D. C. 


1939 

Aug. 18 

Randall H. Hagner 

C2 

$ 500.00 

Oct. 13 

4 i 

C2 

170.00 

Nov. 13 

4 4 

C2 

225.00 

1940 

Feb. 21 

Randall H. Hagner 

C2 

500.00 

29 

N. Y. Life Ins. Co. 

C2 

2,000.00 

Apr. 5 

Robt. E. Lynch 

C2 

500.00 

Mav 9 

R. E. Title Ins. Co. 

C27 

91,818.20 

10 

4 4 

J5 

275,000.00 

13 

Mt. Vernon Mtg. Co. (deposit forfeit) 

C27 

500.00 

15 

Margaret P. Botts 

C27 

750.00 

16 

Nat ’1 Home Libr. Found. 

C27 

257.60 

16 

John Carney 

027 

37.50 

16 

Theo. S. Fields, et al. 

C27 

60.00 

16 

Nat’l Home Libr. Found. 

C27 

4,000.00 

June 3 

Pot. Elec. Power 

C27 

1.56 

3 

Quinter & Sothoron 

C27 

583.75 

15 

Pot. Elec. Power 

C27 

1.24 

July S 

Randall H. Hagner 

C27 

5.20 

Sep. 5 

4 4 

027 

40.67 

Dec. 28 

Back Taxes 

J5 

3,233.87 

May 10 

360 sh. to Nat’l Home Lib. 

J7 

180,000.00 

June 30 

as of 7-18-39 

898 sh. Mittell & Thurman 

J7 

4,490.00 

1940 

May 17 

rent adj. 1741 R. I. Ave. 

C3 

$564,674.59 

$ 97.69 

1941 

June 30 

Balance down 


564,576.90 

1941 

July 1 

Balance 


$564,674.59 

$564,576.90 

1942 

June 30 


Jll 

158.90 

July 1 

Balance 


$564,735.80 

1942 

June 30 

Balance down 


$564,735.80 

1951 

June 30 

Fwd. 

Br. Fwd. 

J7 

$564,735.80 

$564,735.80 

259,500.00 
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oo 


1940 


REAL ESTATE — BUILDING 

X. E. Cor. Connecticut and Rhode Island Av. N. W. 
Washington, D. C- 


May 10 

RFC Fee 

J5 

15,000.00 

13 

Lescaze 

C27 

20,000.00 

16 

Berrall & Locraft 

C27 

20.00 

16 

A. L. Winn 

C27 

343.80 

16 

Essex Constr. 

C27 

300.00 

16 

Mt. Vernon Mtg. 

C27 

91.72 

16 

O. A. Mechlin 

C27 

125.00 

16 

Nat ’1 Home Libr. Found. 

C27 

1,015.00 

18 

Performance Bond 

C27 

17,205.00 

13 

Mt. Vernon Mfg. 

C27 

41.50 

13 

t i 

C27 

2.33 

June 6 

Quinter & Sothoron 

C27 

254.19 

June 25 

Bldg, permit 

C27 

100.00 

July 9 

< < 

C27 

1,314.00 

13 

Misc. 

C27 

.80 

17 

Insurance 

C27 

14275.30 

29 

Mise. 

C27 

1.50 

Aug. 1 

McShain 

J5 

60,169.20 

1 

Lescaze 

J5 

4,365.11 

27 

McShain 

J5 

65,175.18 

27 

Lescaze 

J5 

4,262.50 

Sep. 5 

L. H. Sothoron 

C27 

17.57 

6 

Berrall & Locroft 

C27 

21.00 

6 

C. B. Stovall 

C27 

150.00 

6 

A. L. Winn, Jr. 

C27 

7,500.00 

10 

Fuller & D’Albert 

C27 

2.40 

Oct. 1 

McShain 

J5 

76,553.04 

1 

Lescaze 

J5 

4,299.50 

17 

Berrall and Locroft 

C27 

31.00 

30 

McShain 

Jo 

143,032.35 

Nov. 18 

Berrall and Locroft 

C27 

15.00 

22 

McShain 

Jo 

228,321.93 

22 

Lescaze 

Jo 

4,356.53 

28 

RFC Mtg. Co. Misc. 

C28 

2.16 

Dec. 7 

Berrall &. Locroft 

C2S 

15.00 

28 

McShain 

Jo 

217,348.62 

1941 




Jan. 21 

McShain 

J5 

218,590.90 

21 

Lescaze 

J5 

9,896.22 

28 

Mt. Vernon Mtg. 

C28 

10.00 

Feb. 14 

Elec. Bulbs 

C28 

632.30 

26 

Chas. Parker Co. 

C2S 

65.76 

26 

Berrall and Locroft 

C28 

35.00 

Mar. 7 

Elec. Bulbs 

C28 

45.50 

19 

Adams Engrg. (#102) 

C28 

6,125.00 

19 

McShain 

J6 

121,479.49 

19 

Lescaze 

Jf> 

6,826.06 

Apr. 5 

Adams Engrg. (102) 

C2S 

9,000.00 

5 

Berrall & Locroft 

C28 

5.00 

7 

Adams Engrg. (102A) 

C2S 

553.94 

10 

Shade Shop 

C28 

194.75 

18 

Wm. Lescaze 

C28 

4,000.00 

18 

Edw. W. Mente 

028 

558.14 

May 27 

S. F. Mittcll (75%) 

C28 

9,000.00 

27 

L. H. Sothoron (75%) 

C28 

10,000.00 

27 

E. Flavelle Koss 

C28 

750.00 
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1941 

27 

Kobt. T. High field 

C28 

1,000.00 

27 

A. W. Lee 

C28 

124.28 

27 

Kdw. W. Monte 

C28 

19.47 

27 

Harry Alexander, Inc. 

C28 

392.00 

27 

Coll, of Taxes D. C. 

C2S 

3.29 

28 

Kobt. T. Highfield 

C28 

2,000.00 

June 11 

Mt. Vernon Mtg. 

C2S 

24.0<> 

20 

McShain 

J6 

42,089.50 

20 

McShain 

J 6 

11,127.93 

20 

Lescaze 

J6 

5,495.00 

23 

Kobt. T. Highfield 

C28 

2,000.00 

27 

McShain 

C29 

1.700.00 

27 

Lescaze 

C29 

54.75 

27 

Bal. on Performance Bond 

C29 

167.96 

30 

Int. on 1st Tr. to 2-3-41 

J6 

19,225.87 

30 

Int. on 2nd Tr. to 2-3-41 
as of 5-3-40 

J6 

127.30 

30 

204 Sh. Stock to McShain 
as of 5-3-40 

J6 

102,000.00 

30 

35 Sh. Stock to Lescaze 

J6 

17,500.00 

30 

Adams Engrg. 

J8 

4,010.00 

30 

Frank A. Biberstein 

J8 

50.00 

$1,479,607.64 

1941 

June 30 
30 

Trans, to Alterations for Tenant 
Balance down 

J7 

$ 8.667.83 

1,470,939.81 

$1,479,607.64 

1941 

July 1 

Balance 


$1,470,939.SI 

$1,470,939.81 

1946 

June 30 
30 

Last of Air Conditioning 

Balance Down 

J30 

$117,550.00 

1,353,389.81 


$1,470,939.81 


1946 

July 

1 

Balance 



$1,353,3S9.81 

Dec. 

31 

New Elevator 


J32 

32,837.50 

1947 

J une 

30 

« 4 


J34 

6,525.00 

Dec. 

31 

Alterations—1st 

Floor 

C32 

573.35 

4 i 


4 4 

4 4 

* 4 

569.17 

4 4 


4 4 

4 4 

4 4 

968.00 

4 l 


4 4 

4 4 

4 4 

376.19 

4 4 


4 4 

4 4 

4 4 

519.86 

4 4 


4 4 

4 4 

4 4 

85.00 

i 4 


4 4 

4 4 

4 4 

1.690.00 

4 4 


4 4 

4 4 

4 4 

446."0 

4 i 

4 4 


4 4 

New Elevator 

4 4 

4 4 

4 4 

511.07 

11,294.29 

4 4 


A lte ration s— 1 at 

Floor 

4 4 

1,952.05 

4 4 


4 4 

4 4 

4 4 

47.30 

4 4 


4 4 

4 4 

4 4 

986.62 

4 4 

4 4 


4 4 

New Elevator 

4 4 

4 4 

4 4 

733.76 

3,052.54 
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1948 

Mar. 31 

Alterations— 1 st Floor 

C33 

210.07 

i i 

n n 

i C 

169.94 

l i 

n a 

l < 

123.63 

i i 

a n 

i i 

1,741.33 

Apr. 30 

a a 

C34 

235.95 

May 31 

<4 a 

i l 

100.00 

June 30 

<4 a 

C35 

304.40 

1951 

June 30 


J74 

$1,419,442.83 

$259,500.00 

June 30 

Balance down 


$1,159,942.83 

1951 

July 1 

Balance 


$1,419,442.83 

$1,159,942.83 


Plaintiffs' Exhibit No. 12(a) 

57 Fourth Annual Meeting of the Stockholders 
of the Longfellow Building Corporation 

The Fourth Annual Meeting of the Stockholders of the 
Longfellow Building Corporation was held on Tuesday, 
April 13, 1943, at 10:00 A. M. at room 207 Machinists 1 
Building, Washington, D. C. 

The meeting was called to order by the President, 
Robert T. Highfield and Arthur L. Winn, Jr., acted as 
Secretary of the meeting. 

The stock ledger of the company, together with the 
alphabetical list of the stockholders, was presented for 
inspection by anyone entitled to see the same. 

The stockholders were present in person or by proxy, 
as follows: 

Name of Stockholder Number of Shares 

In Person 


William Lescaze 20 

John McShain 30 

Fannie E. Mittell 100 

Mount Vernon Mortgage Corporation 1520 

Arthur L. Winn, Jr. 90 

By Proxy 
Roy S. Thurman 


200 
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There being 1960 shares present in person or by proxy, 
the President declared a quorum present for the trans¬ 
action of business. 

The Secretary presented and read a copy of the notice 
of the meeting and the same was ordered filed with 

58 the minutes of the meeting. 

The President greeted the stockholders present 
most cordially and expressed his appreciation for their 
attendance. He reported on the activities of the corpora¬ 
tion since the last stockholders meeting and presented, for 
the information of the stockholders, the financial state¬ 
ments of the corporation for the fiscal year ending June 
30, 1942 and from July 1, 1942 through December 31, 1942. 
He further reported that the unpaid balance of the first 
mortgage on the Longfellow Building, held by the RFC 
Mortgage Company, was $1,348,181.20 preceding this meet¬ 
ing and the unpaid balance on the second trust, held by the 
Mount Vernon Mortgage Corporation, was $90,000.00. 

Mr. Highfield reported that the United States Govern¬ 
ment had renewed the lease on the Longfellow Building 
for one year from July 1, 1942 and that negotiations for 
a further renewal from July 1, 1943 would be undertaken 
and completed, as soon as the Federal Works Agency, 
PBA, indicated it was ready to do so. 

Mr. Highfield read correspondence between the Federal 
Works Agency, PBA, and the Mount Vernon Mortgage 
Corporation regarding certain items of repair, which have 
all been made by the Government with the exception of 
the cloth and tar on the top in the condensing tower of the 
cooling system, which the PBA claims is coming off; and 
informed those present that this matter would be referred 
to L. Harold Sothoron, Vice-President, for whatever 

59 action is necessary in connection therewith. 

A letter of March 24, 1943, from Federal Works 
Agency, Public Buildings Administration, Office of the 
Buildings Manager, in response to previous letters from 
Mount Vernon Mortgage Corporation, was read, advising 
that the Government did not contemplate polishing the 
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copper around the plate glass windows, as, according to 
them, it is the usual practice to allow bronze or copper to 
age, to apply a protective coating to maintain the proper 
architectural finish or to clean with lemon oil. The 
latter practice is followed in most government buildings, 
and is also practiced in the Longfellow Building as often 
as sufficient labor is available. It was the opinion of Mr. 
Lescaze and Mr. McShain that the responsibility for main¬ 
taining the copper finish rests with the Government and 
that this question should be discussed and settled when the 
lease comes up for renewal on July 1, 1943. 

Before the arrival of Mrs. Fannie E. Mittell, Mr. High- 
field regretfully and with profound respect, reminded the 
share holders present of the death, on July 16, 1942, of the 
late Sherman F. Mittell, former President of this corpo¬ 
ration and proposed the following resolution of eulogy 
and sorrow in his passing: 

Whereas, The Directors of the Longfellow Building Cor¬ 
poration desire to record their deep sorrow at the death, 
on July 16, 1942, of their esteemed associate, Sherman F. 
Mittell. 

60 Resolved, That the Board of Directors of this 
Corporation hereby gives formal expression of its 
grievous loss in the death of Sherman F. Mittell. and does 
hereby note in its records the passing from this life of a 
man who was esteemed by his associates, loved by his 
friends and respected by all. 

Mr. Highfield further informed the stockholders that he 
had caused to be sent to the funeral of Mr. Mittell, a 
suitable basket of flowers in the name of Longfellow Build¬ 
ing Corporation, for which he had received an acknowledg¬ 
ment of appreciation from his widow. 

The President stated that the next order of business was 
the election of directors to hold office for the ensuing year 
until others were elected and qualified. Dorothea R. 
Cristofoli was appointed inspector of election, accepted 
and assumed the duties of the office. The President stated 
the chair would entertain a motion for nominating 
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directors. Whereupon, Robert T. Highfield, L. Harold 
Sothoron, Fannie E. Mittell, Arthur L. Winn, Jr., and E. 
Flavelle Koss were nominated directors. 

Upon motion duly made, seconded and carried nomina¬ 
tions were closed. The polls thereupon were opened and 
remained open until all stockholders present and voting 
had prepared their ballots and delivered them to the in¬ 
spector. The President thereupon declared the 
61 polls closed and ordered the inspector to prepare 
her report which showed the following persons 
received 1960 votes, representing 1960 shares: 


Name of Director 

Robert T. Highfield 
L. Harold Sothoron 
Fannie E. Mittell 
Arthur L. Winn, Jr. 
E. Flavelle Koss 


Number of Votes 

1960 

1960 

1960 

1960 

1960 


The Inspector’s Certificate is as follows: 

62 Longfellow Building Corporation 

Inspector’s Certificate 

I, the subscriber, Inspector of Election appointed to act 
at the meeting of the Stockholders of the above-named 
Corporation held this 13th day of April, 1943, do hold that 
having impartially conducted the election, I did receive the 
votes of the Stockholders by ballot. 


I report that 1960 votes were cast, and that the following 


persons received the number 
respective names, to wit: 

For Directors 

Robert T. Highfield 
L. Harold Sothoron 
Fannie E. Mittell 
Arthur L. Winn, Jr. 
E. Flavelle Koss 


of votes set opposite their 


Number of Votes 

1960 

1960 

1960 

1960 

1960 
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All of which is respectfully submitted this 13th day of 
April 1943 at 11:00 A.M. 

Dorothea R. Cristofoli 
Dorothea R. Cristofoli 
Inspector. 

Plaintiffs' Exhibit No. 12(b) 

A61 Longfellow Building Corporation 

Special Meeting of the Board of Directors 
of July 22, 1942 

A meeting of the Board of Directors was held at Room 
500 Bowen Building, Washington, D. C. on the 22nd day 
of July, 1942, at 11:00 A. M. 

Present: Robert T. Highfield 
E. Flavelle Koss 
L. Harold Sothoron 
Arthur L. Winn, Jr. 

The meeting was called to order by the Vice-President, 
■who stated that it was with profound sorrow and deep 
regret that he had to advise the Board of the death of the 
President, Sherman F. Mittell. Each of the members of 
the Board paid affectionate tribute to the deceased 
President, and extended their sympathies to his bereaved 
■widow*, Mrs. Fannie Ellen Mittell. 

Vice-President Sothoron stated that it would be in order 
for the Board to elect a Director in the place of Mr. Mittell, 
and after discussion, it was duly moved, seconded and 
unanimously carried that Fannie Ellen Mittell be elected 
a member of the Board of Directors of the Longfellow 
Building Corporation, to fill the unexpired term of Sher¬ 
man F. Mittell, deceased, and to serve until a duly qualified 
successor w*as elected and qualified. 

The Vice-President further stated that it would be in 
order for the Board of Directors to elect a President to 
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fill the unexpired term of Mr. Mittell. After thorough dis¬ 
cussion, on motion duly made, seconded and carried, 
A62 Mr. Robert T. Highfield was elected President of the 
Longfellow Building Corporation, to fill said un¬ 
expired term of Mr. Mittell and to serve until a successor 
was duly elected and qualified. It was the understanding 
of the Board that Mr. Highfield would continue to hold 
the office of Treasurer. Whereupon Mr. Highfield assumed 
the duties of the office of President. 

After further discussion, on motion duly made, seconded 
and carried, Mrs. Fannie Ellen Mittell was elected Second 
Vice-President of this corporation. 

The President reported that as a result of negotiations 
on behalf of this corporation with the Mount Vernon 
Mortgage Corporation arrangements had been made 
whereby this corporation would have funds with which to 
pay compensation to its officers. 

On motion duly made, seconded and carried, it was 
ordered that this corporation pay to its President, First 
and Second Vice-Presidents, and Secretary and General 
Counsel the sum of $1,500.00 annually to each, payable 
monthly, and to its Assistant Secretary-Treasurer, the sum 
of $500.00 annually, payable monthly. 

The President reported that the obligation of this cor¬ 
poration to the Mount Vernon Mortgage Corporation had 
been reduced by payment on the principal to $90,000.00. 

There being no further business to come before the 
meeting, on motion the meeting adjourned. 

Arthur L. Winn, Jr. 

Secretary 


A63 Longfellow Building Corporation 

Waiver of Notice of July 22, 1942 
Special Meeting of the Board of Directors 


We, the undersigned, being the Board of Directors 
elected by the stockholders of the above-named corporation 
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organized under the laws of the State of Delaware, do 
hereby waive notice of the time and place of the meeting 
of the said directors, and of the business to be transacted 
at such meeting. 

We designate the 22nd day of July, 1942 at 11:00 A. M. 
in the District of Columbia at Room 500 Bowen Building, 
815 Fifteenth Street, N. W., as the place of said meeting 
of the Board of Directors, and w r e do hereby waive all the 
requirements of the laws of Delaware, both as to notice 
and publication thereof, of the time, place and object of 
the meeting. 

Dated July 22,1942. 

Arthur L. Winn, Jr. 

Fannie Ellen Mittell 
E. Flavelle Koss 
Robert T. Highfield 
L. Harold Sothoron 

A64 Regular Meeting of the Board of Directors 
of the Longfellow Building Corporation 

The regular meeting of the Board of Directors of the 
Longfellow Building Corporation was held at room 207 
Machinists’ Building, Washington, D.C., on April 13, 1943, 
at 12:00 noon. 

Present: Robert T. Highfield 
L. Harold Sothoron 
Fannie E. Mittell 
Arthur L. Winn, Jr. 

E. Flavelle Koss 

The President stated that the Board was meeting for 
the purpose of electing officers for the ensuing year. 

L T pon motion duly made, seconded and carried, Robert 
T. Highfield was nominated President-Treasurer; L. 
Harold Sothoron, Vice-President; Arthur L. Winn, Jr., 
Secretary-General Counsel; Fannie E. Mittell, Vice- 
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President and E. Flavelle Koss, Assistant Secretary- 
Treasurer. 

Upon motion duly made, seconded and carried all 
nominations were closed. 

Upon motion duly made, seconded and carried, the above 
named persons were duly elected to their respective 
offices, all of which accepted and assumed their respective 
duties. 

Upon motion duly made, seconded and carried, 
A65 the Board unanimously authorized granting of the 
request of John McShain that he be allowed to add 
the inscription “John McShain, Builder” on the corner 
stone of the Longfellow Building at his expense. 

The President stated that inasmuch as a full and com¬ 
plete report of the activities of the Longfellow Building 
Corporation for the previous year had been made by him 
to the stockholders and will he recorded in the minutes of 
that meeting held this morning, including the financial 
statements of the corporation for the fiscal year ending 
June 30, 1942 and July 1, 1942 through December 31, 1942, 
he would not repeat that information to the Directors now 
present, as they all attended the stockholders meeting and 
there received that information. 

Mr. Highfield did state that all tax reports and other 
legal requirements had and are being complied with to the 
best of his knowledge and ability. He stated further that 
the lease with the U.S. Government will expire June 30, 
1943 and upon motion duly made, seconded and carried, 
the Board unanimously authorized and directed him and 
Mr. Sothoron to negotiate and execute a renewal lease for 
an additional year in accordance with the approved formula 
applicable to the same with all necessary adjustments 
allowable under the formula. 

There being no further business to come before the 
meeting, it was, on motion made, seconded and carried, 
adjourned. 

Arthur L. Wini*, Jr. 

Secretary. 
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Plaintiffs' Exhibit No. 13 


LONGFELLOW BUILDING CORPORATION 
ANNUAL EARNINGS 






AFTER TAX 

Annual 

Annual 

Period of 

Number 

Earnings 

Rate of 

Earnings 

Earnings 

of Months 

in Period 

Earnings 

Per Share 

2-3-41 

to 

6-30-41 

5 

$21,453.33 

18,883.96 

$51,488.04 

$25.74 

7-1-41 

to 

12-31-41 

6 

37,767.92 

18.88 

2 3-41 

to 

12-31-41 

11 

40,337.29 

44.004.36 

22.00 

1-1-42 

to 

6-30-42 

6 

17,118.88 

34,237.76 

17.12 

7-1-41 

to 

6-30-42 

12 

36,002.84 

36,002.84 

18.00 

7-1-42 

to 

12-31-42 

6 

(a) 19,951.04 

39,902.08 

19.95 

1-1-42 

to 

12-31-42 

12 

37,069.92 

40,419.38 

37,069.92 

18.53 

7-1-42 

to 

6-30-43 

12 

40,419.38 

20.21 

1-1-43 

to 

6-30-43 

6 

20.468.34 

40,936.68 

20.47 


(a) Earning Before Tax Provision $33,251.73 

Less Tax Reserve (40%) 13,300.69 


Net Earnings 


$19,951.04 
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Plainiiffs' Exhibit No. 14 

Longfellow Building Corporation 

Operating Statement 
February 3, 1941 to December 31, 1941 

Revenue 

Rental Income $185,452.83 

Expenses: 

Commissions— 


Mt. Vernon Mortgage Corp. 


(Management Fees) 

$ 4,098.19 

Real Estate Taxes 

25,998.26 

Interest on First Deed of Trust 


Loan 

58,960.04 

Interest on Second Deed of Trust 


Loan 

4,431.60 

Repairs not covered by lease 


agreement 

153.00 

Insurance 

2,658.17 

Miscellaneous rent expense 

1,223.19 

Depreciation on Building 

26,967.23 

Officers salaries 

3,250.00 

Office Expense 

19.80 

Accounting services 

500.00 

D.C. Income Tax 

2,788.82 

Federal Capital Stock Tax 

1,250.00 

Miscellaneous Taxes 

47.00 

Miscellaneous Expense 

119.89 


132,465.19 

Net Profit for Period $ 52,987.64 

Longfellow Building Corporation 
By W. P. Hutchinson 
Auditor 
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Certified to be a correct statement of operations for the 
period as shown above, as per the general books of the 
Corporation 

Longfellow Building Corporation 
By Robert T. Highfield 
Treasurer 

Plaintiffs' Exhibit No. 15 

Longfellow Building Corporation 

Operating Statement 
January 1, 1942 to December 31, 1942. 

Revenue 

Rental Income $210,274.68 

Expenses: 

Commissions— 


Mount Vernon Mortgage Corp. 


(Management Fees) 

$ 4,500.00 

Real Estate Taxes 

32,529.36 

Interest on First Deed of Trust 


Loan 

64,493.55 

Interest on Second Deed of Trust 


Loan 

5,783.97 

Insurance 

3,763.83 

Depreciation on Building 

29,418.80 

Officers Salaries 

7,708.33 

Office Expense 

33.20 

Legal Expense 

88.36 

D. C. Income Tax 

3,113.66 

Federal Capital Stock Tax 

1,250.00 

Miscellaneous Taxes and Licenses 

; 167.20 

Miscellaneous Expense 

45.50 


Total Expense 152,895.76 


Net Profit for Period $ 57,378.92 

Longfellow Building Corporation 
By W. P. Hutchinson 
Auditor 
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Certified to be a correct statement of operations for the 
period as shown above, as per the general books of the 
Corporation. 

Longfellow Building Corporation 
By Robert T. Highfield 
Treasurer 

Plaintiffs' Exhibit No. 17 

This Deed of Trust, Made this 10 day of May, 1940, by 
and between Longfellow Building Corporation, a corpora¬ 
tion organized and existing under the laws of the State of 
Delaware, with an office at 815-15th Street, N. W., Wash¬ 
ington, D. C. (hereinafter referred to as “Borrower”) 
and James L. Dougherty and George H. Hill, Jr. (herein¬ 
after referred to as “Trustees”); 

Witnesseth: 

Whereas, the said Borrower being justly indebted to The 
RFC Mortgage Company, a corporation organized and 
existing under the laws of the State of Maryland, with its 
principal office at No. 1825 H Street, N. W., Washington, 
D. C. (hereinafter referred to as the “Lender”) in the 
full sum of One Million Five Hundred Thousand Dollars 
($1,500,000) or so much thereof as may be advanced pur¬ 
suant to the terms of a certain building loan agreement 
(hereinafter referred to as the “Contract”) of even date 
herewith, executed by Borrower and Lender, for which 
amount the Borrower has signed and delivered unto the 
Lender, one certain promissory note (hereinafter referred 
to as the “Note”) bearing even date herewith, of the 
following tenor and effect: 


Note. 

$1,500,000. May 10, 1940. 

For value received, the undersigned promises to pay 
to the order of The RFC Mortgage Company at its office 
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in Washington, D. C., in lawful money of the United States 
of America, the principal sum of One Million Five Hundred 
Thousand Dollars ($1,500,000), or so much thereof as may 
be advanced, with interest on the unpaid principal at the 
rate of four and one-half per cent. (4^4%) per annum, 
payments of principal and interest to be made as follows: 

1. Accrued interest to date on the day on which the final 
disbursement of the loan evidenced hereby is made by 
the payee. 

2. Thereafter, interest on the first day of each month, 
up to and including the first day of August, 1941. 

3. Thereafter, commencing with the first day of Sept., 
1941, and on the first day of each month thereafter until 
the entire principal balance with interest thereon is paid 
in full, the sum of $11,250, to be applied first to interest 
then due and the balance to principal. 

Payments, in addition to the installments required by 
this Note and payments required by the Deed of Trust 
securing same, may be made at any time upon payment of 
a premium of one-fourth of 1 per cent. (% of 1%) of the 
amount of the additional payment for each year or fraction 
thereof to elapse prior to the due date of the final install¬ 
ment hereunder. Additional payments shall not reduce 
the amount or defer the due date of any required install¬ 
ment. 

This Note evidences a loan by the payee to the maker 
hereof, which loan may be advanced by payee in install¬ 
ments or otherwise, and interest shall be payable on any 
such advance only from the date thereof as will appear 
from the Schedule of Advances attached hereto and made 
a part hereof. 

Should default be made in the payment of any interest 
or principal payment when due, the whole sum of principal, 
together with interest accrued thereon, shall become im¬ 
mediately due and payable, without notice, at the option 
of the holder of this Note. 
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If this Note is placed in the hands of an attorney for 
collection, through suit or otherwise, after default, the 
maker, indorsers, guarantors, and all other parties now 
or hereafter personally liable hereon jointly and severally 
agree to pay all costs of collection and/or suit and such 
reasonable attorneys’ fees as may be permitted by law 
to be paid, but not exceeding ten per cent. (10%) of the 
unpaid balance due hereon. 

The maker, indorsers, sureties, guarantors and all other 
parties now or hereafter personally liable hereon waive 
presentment, demand for payment, protest and notice of 
dishonor, and the indorsers, sureties and guarantors 
consent that the owner or holder hereof shall have the 
right, without notice, to deal in any way at any time with 
any party hereto or to grant to any such party any ex¬ 
tensions of time for payment of any of said indebtedness 
or any other indulgences or forbearances whatsoever, or 
may release any of the security for this Note, without in 
any way affecting the personal liability of any party here¬ 
under. 

This Note is secured by a Deed of Trust of even date 
herewith, to James L. Dougherty and George H. Hill, Jr., 
Trustees, conveying property located in the City of 
Washington, in the District of Columbia. 

In Witness Whereof, Longfellow Building Corporation 
has caused this Note to be signed in its corporate name 
by its President and its corporate seal to be affixed hereto 
and attested by its Secretary this 10 day of May, 1940. 

Longfellow Building Corporation 
By Sherman F. Mittell 

President. 

Attest: 

Arthur L. Winn 
Secretary. 

And Whereas, the Borrower desires to secure the full 
and prompt payment of said indebtedness, and interest 
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thereon, when and as the same shall become due and 
payable, or as the same may become due and payable 
under any renewal or extension thereof, and all costs and 
expenses incurred with respect thereto, including reason¬ 
able counsel fees incurred or paid by the Trustees, or by 
any person hereby secured; on account of any litigation 
at law or in equity which may arise with respect to this 
trust or the property hereinafter mentioned, and of all 
money which may be advanced as provided herein, with 
interest on all such costs and advances from the date there¬ 
of, and further to secure the strict performance of all the 
covenants and agreements in this Deed of Trust contained 
and made on the part of the Borrower; 

Now, Therefore, This Deed of Trust Witnesseth, That 
the Borrower in consideration of the premises and of 
One Dollar ($1.00) in lawful money paid to Borrower by 
the Trustees, the receipt of which before the sealing and 
delivery of these presents is hereby acknowledged, has 
granted, conveyed, transferred, and assigned, and does 
hereby grant, convey, transfer and assign, in fee simple, 
unto the Trustees, the following described lands and 
property, situate in the City of Washington, District of 
Columbia: 

Together with all and singular the tenements, heredita¬ 
ments and appurtenances to the above described property 
belonging, or in anywise appertaining, including any after- 
acquired title, franchise, license or easement, and also 
together with all right, title and interest of Borrower from 
time to time in and to all buildings and improvements of 
every kind and description now or hereafter erected or 
placed thereon, including all engines and machinery, 
boilers, elevators, dynamos, plumbing, air conditioning, 
and ventilating equipment, heating, lighting and cooking 
apparatus, sprinkler or fire extinguisher system, storm 
and screen doors, screens, awnings, window shades, floor 
coverings and mechanical refrigeration, and all, each and 
every of the interior improvements and fixtures, movable 
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or immovable, of every kind and description in and upon 
said premises, or which may hereafter be placed in and 
upon the same, or used in connection therewith, it being 
understood and agreed between the parties hereto that 
the words “said property”, wherever they occur in this 
Deed of Trust, shall be deemed to include all the real 
estate, fixtures and personal property above mentioned 
and conveyed; 

In and Upon the Uses and Trusts Following, that is to 
say: 

First, To permit said Borrower to possess and enjoy 
the said property and to receive the rents, issues and 
profits thereof until default be made in the payment of 
the Note (and any extension or renewal thereof) hereby 
secured, or any installment of principal or interest thereon 
as therein provided, or until breach of any of the covenants 
and agreements of the Borrower herein contained; and 
upon the full payment of the Note (and any extension or 
renewal thereof) and the interest thereon, and all moneys 
advanced or expended as herein provided, and all other 
proper costs, charges, commissions and expenses, at any 
time before the sale hereinafter provided for, to release 
and reconvey the said property unto the said Borrower, 
its successors or assigns, at the cost of Borrower; 

Second, Upon any default being made in payment of the 
Note (and any extension or renewal thereof) hereby 
secured, or any installment of principal or interest thereon 
as therein provided, or upon breach of any of the covenants 
and agreements of the Borrower herein contained, and 
upon failure of the Borrower to cure such default or 
remedy such breach to the satisfaction of the Lender 
within thirty days after notice, the said Trustees, or either 
of them, shall, acting in the execution of this trust and 
upon the request of the holder or holders of the Note, have 
the power, and it shall be their duty thereafter to sell, 
and, in case of any default of any purchaser, to resell the 
said property at public auction in the City of Washington, 
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District of Columbia, upon such terms and conditions, in 
such parcels, at such time and place, and after such 
previous public advertisement as the Trustees or either 
of them shall deem advantageous and proper; and to 
convey the same in fee simple, upon compliance with the 
terms of sale to and at the cost of the purchaser or pur¬ 
chasers thereof, who shall not be required to see to the 
application of the purchase money; and to apply the 
proceeds of said sale or sales: Firstly, to pay all proper 
costs, charges and expenses, including all fees and costs 
herein provided for, and all moneys advanced for taxes, 
Insurance and assessments, and ground rents, levied or 
assessed or to be levied or assessed on the said property, 
or advancements made for any other purpose as provided 
herein, with interest thereon, and all taxes, assessments 
and water rents due upon said property at the time of sale, 
and to retain as compensation a commission in the follow¬ 
ing amounts based upon the unpaid balance of the Note 
secured hereby at the time of said sale or sales: 5% on 
the first $2,000 ; 3 % on the next $23,000; 2% on the next 
$25,000; l 1 / 4% on the next $50,000, and 1% on the balance 
thereof; said sum to include Trustees’ counsel fees if any 
are incurred; Secondly, to pay whatever may then remain 
unpaid on said Note, whether the same shall be due or not, 
and the interest thereon to date of payment; and Lastly, 
to pay the remainder of said proceeds, if any there be, to 
said Borrower upon the delivery and surrender to the 
purchaser, his heirs or assigns, of possession of the 
property so, as aforesaid, sold and conveyed subject to the 
lease, if not sooner terminated, by lapse of time or other¬ 
wise, less the expense, if any, of obtaining such possession. 

For the Consideration Aforesaid, It is covenanted and 
agreed bv Borrower that: 

1. Borrower is lawfully seized in fee of said property 
and has good and legal right to sell and convey the same 
to Trustees; that Borrower has and will preserve 'good 
and indefeasible title to said property; that said property 
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is free and clear of all encumbrances and liens whatsoever 
except liens for special assessments not in arrears and 
taxes and water rents not due and payable; and that Bor¬ 
rower will warrant, generally and specially, and defend 
title to said property to the Trustees forever, against the 
claims and demands of any person or persons whomsoever, 
and will execute, acknowledge and deliver or cause to be 
executed, acknowledged and delivered, all and every such 
further assurances in law for the better assuring, convey¬ 
ing and assigning and transferring unto the Trustees all 
and singular the said property hereby conveyed, assigned 
or transferred or intended so to be, or which Borrower 
may be or hereafter become bound to convey, assign or 
transfer to the Trustees in such manner as the Trustees 
or Lender shall require. 

2. Borrower will pay, while any of the indebtedness 
secured hereby remains unpaid, all taxes, assessments and 
water rents lawfully levied or assessed against said 
property or any part thereof as and when they become due 
and payable; promptly will furnish the Lender or holder 
of the indebtedness secured hereby the receipts showing 
such payments; and will allow no payment of any taxes, 
assessments or water rents by a third party with subroga¬ 
tion attaching, nor permit said property, or any part 
thereof, to be sold or forfeited for any tax, assessment or 
water rent whatsoever. 

For the purpose of providing regularly for the prompt 
payment of all taxes, assessments and governmental 
charges levied or assessed against the said property after 
the improvements are completed and while any of the in¬ 
debtedness secured hereby remains unpaid, Borrower will 
deposit with the Lender on the first day of each month, 
commencing with the first day of the month following the 
date on which the final disbursement of the loan is made 
to or for the account of the Borrower, an amount equal to 
the taxes, assessments, and governmental charges next 
due (as estimated by Lender) less all amounts already 
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deposited therefor divided by the number of months to 
elapse prior to the date when such taxes, assessments, and 
governmental charges will become due and payable. The 
moneys thus deposited with the Lender are to be held with¬ 
out interest and shall be applied by it to the payment of 
said taxes, assessments, and governmental charges as they 
become due and payable. If at any time Lender deems 
the amount deposited insufficient to pay such taxes, assess¬ 
ments, and governmental charges, Borrower will deposit 
with Lender an amount necessary to make up the deficiency. 

3. Borrower will keep the buildings and other insurable 
property now or hereafter erected or placed in or on said 
property insured as required by Lender against loss or 
damage by fire and other hazards, casualties, and con¬ 
tingencies, and will carry any other kinds of insurance in 
such amounts and for such periods as may from time to 
time be required by Lender, and not less than five days 
prior to the expiration of any policy of insurance, Bor¬ 
rower will deliver to Lender renewals or new policies in 
like amounts covering the same risks. All insurance shall 
be carried in insurance companies approved by Lender 
and the policies shall include a provision making loss pay¬ 
able to Lender as its interests may appear. All policies 
of insurance shall be delivered to and held by Lender, and 
Borrower will promptly pay when due all premiums for 
such insurance. Should any loss occur to insured property, 
Lender is hereby appointed attorney in fact for Borrower 
to make proof of loss, if Borrower fails to do so promptly, 
and to receipt for any sums collected under said policies, 
which said sums or any part thereof, at the option of 
Lender, may be applied as payment on the indebtedness 
secured hereby or to the restoration or repair of the 
property so destroyed or damaged. Borrower promptly 
will give notice by mail to Lender of any loss or damage 
to the said property and will not adjust or settle such 
loss without the written consent of Lender. In the event 
of foreclosure of this Deed of Trust by exercise of power 
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of sale or by court action, all right, title and interest of 
Borrower in and to any insurance policy then in force shall 
pass to the purchaser at the foreclosure sale, and Lender 
is hereby appointed attorney in fact for Borrower to 
assign and transfer said policies. 

4. So long as the Note secured hereby is owned by The 
RFC Mortgage Company, and the unpaid principal 
balance thereof exceeds One Million Dollars ($1,000,000), 
Borrower, within sixty days after the close of each fiscal 
year of the Borrower, will pay to the Lender, without 
premium or penalty, for application as additional principal 
payments on the loan, an amount equal to the gross rent 
received for the period of such fiscal year, plus the amount, 
if anv, bv which One Hundred Thirty-five Thousand 
Dollars ($135,000) exceeds the installments of principal 
and interest paid on the loan during such fiscal year, less 
the sum of the items listed in paragraph 5 below. 

5. In the event the United States Government or any 
department, bureau, or agency thereof, or any corpora¬ 
tion the entire stock of which is owned by the United States 
Government or any bureau, department, or agency there¬ 
of, desires to lease said property or any portion thereof 
and signifies such intention not less than three months 
prior to the date the improvements on said property are 
completed pursuant to the Contract, the Borrower will 
lease said property or any part thereof to any of the fore¬ 
going parties at such annual rental per square foot as the 
Lender estimates will equal the sum of the following 
divided by the number of square feet of rentable space in 
said property: 

a. Annual expenses of operation and maintenance of said 
property, exclusive of depreciation; 

b. Annual taxes, assessments, and other governmental 
charges against said property; 

c. Annual taxes assessed against Borrower, based on 
income derived from said property; 
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d. Annual franchise or capital stock taxes of the owner 
of said property; 

e. Annual rents for w’ater consumed in said property; 

f. Annual premiums on all policies of insurance required 
or to be required by Lender; 

g. The sum of One Hundred Thirty-five Thousand 
Dollars ($135,000); 

h. An amount equal to two and one-half per cent. 
(2Vc%) of the amount by which the cost of the project 
constructed pursuant to the Contract (including cost of 
land, labor, material, fees of architect and contractor, 
attorneys’ fees, premiums on insurance policies during 
construction, interest during construction, and other ex¬ 
penses in connection with the project which have been 
approved by the Lender) exceeds the total amount dis¬ 
bursed by the Lender on the loan secured by this Deed of 
Trust. 

6. Borrower will maintain said property free from waste 
or nuisance of any kind and in good condition, and make all 
repairs, replacements, improvements and additions which 
may be necessary to preserve and maintain said 
property and the value thereof, reasonable wear and tear 
excepted; will comply with all laws, ordinances and regula¬ 
tions affecting said property or its use; will not alter, 
destroy or remove any of the buildings or improvements 
constructed or erected on said property, subsequent to the 
date hereof, or permit the same to be altered, destroyed, 
removed or used for any purpose other than as office 
buildings and stores, without first obtaining the permission 
in writing of the Lender; will complete in a good workman¬ 
like manner any building which is being or may be con¬ 
structed or repaired thereon; will pay when due all claims 
for labor performed and material furnished, and will not 
permit any lien of mechanics or materialmen to attach to 
said property. The Borrower will permit Lender, its 
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agents or representatives, to inspect said property at any 
time, and will comply with any reasonable requirements 
made by Lender with respect to said property or the 
management thereof. 

7. Borrower will repay to Lender, immediately and with¬ 
out demand, in lawful money of the United States of 
America, at Lender 7 s office in Washington, D.C., all funds 
hereafter paid or advanced by the Lender to Borrower or 
for the benefit or account of Borrower pursuant to any 
covenant or agreement herein contained in the curing of 
any default of the Borrower in the performance of any 
covenant or agreement of this Deed of Trust, with interest 
thereon from date of advance until repaid at the rate of 
six per cent. (6%) per annum, and will pay promptly 
when due and payable all indebtedness evidenced by the 
Note. Any irregularities or defects in the levy or assess¬ 
ment of taxes, assessments and water rents paid by Lender 
are hereby expressly waived and receipt by the proper 
officers shall be conclusive evidence both as to the amount 
and validity of such payments. 

8. Borrower promptly will pay and settle or cause to 
be removed all claims against any of said property which 
affect the rights of the Lender hereunder and will appear 
in and defend any action or proceeding purporting to 
affect the lien of this Deed of Trust or the rights or powers 
of Lender hereunder, and Borrower will pay all expenses 
incident thereto. 

9. Borrower will not incur any indebtedness, secured or 
unsecured, except expenses authorized or required by the 
Contract and reasonable and necessary operating expenses, 
without consent of Lender. 

10. Borrower will maintain an accounting system satis¬ 
factory to the Lender and will maintain such system with¬ 
out change except as may be authorized in writing by the 
Lender, will allow the Lender to inspect at any time all 
records, including books of account, stock and transfer 
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books, contracts, documents and papers pertaining to the 
said property and to all its plans and projects, properties, 
equipment, buildings, plans, offices, apparatus and 
appurtenances; and will furnish promptly and fully at any 
time, audits of the Borrower’s books of account with 
respect to said property and any and all additional in¬ 
formation concerning the said property and the Borrower’s 
business, past operations and prospects. 

11. All judgments, decrees and awards for injury or 
damage to said property and all awards pursuant to pro¬ 
ceedings for condemnation thereof are hereby assigned to 
Lender, who is hereby authorized in the name of Borrower 
to execute and deliver valid acquittances for, and to appeal 
from, any such award, judgment or decree. If such judge¬ 
ment, decree or award is less than the balance of the in¬ 
debtedness hereby secured, Lender may apply the same in 
such manner as it may elect. If such judgment, decree or 
award is equal to or in excess of the indebtedness secured 
hereby, Lender shall apply same first to the payment of 
the indebtedness in full and shall deliver the balance 
thereof to Borrower. 

12. Notice, demand or request in any case arising under 
this Deed of Trust or required by the provisions hereof 
or pursuant to any requirements of law may be in writing 
and may be served in person or by mail. Any such notice, 
demand or request may be mailed by depositing the same 
at any post office, substation, or letterbox, enclosed in a 
post-paid envelope addressed to Borrower at the last 
address actually furnished in writing to the Lender or, 
in default thereof, at said property. 

13. This Deed of Trust is made pursuant to the Contract, 
all the terms, covenants and conditions of which are here¬ 
by incorporated herein by reference and Borrower will 
keep and perform all such covenants and agreements re¬ 
quired by the Contract to be kept and performed by 
Borrower. 
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14. The improvements to be constructed pursuant to the 
Contract shall not encroach materially on any existing 
street or adjoining property, or extend beyond the building 
restriction lines, if any, or violate any restrictive 
covenants affecting the said property or any part thereof. 

15. The Borrower will not effect or suffer to be effected 
the sale, transfer, assignment or conveyance of the said 
property, the property included therein or any substantial 
part thereof or the rents or any part of the rents thereof 
or the encumbrancing of the said property or any part 
thereof or any interest therein or the leasing of all or sub¬ 
stantially all of said property to one tenant for a period 
in excess of one year or the making of any agreement for 
any of such purposes, without the prior written consent 
of Lender. 

16. Borrower will not renew or extend anv existing lease 

w v_» 

covering said property and 'will not enter into any new 
leases covering said property or any portion thereof, 
without the written consent of Lender, and Borrower will 
immediately upon execution assign each such extension, 
renewal, and/or new lease to Lender, its nominee or 
trustee, as additional security for the indebtedness secured 
hereby. 

17. The management of said property shall be satis¬ 
factory to Lender, and Borrower wall effect such changes 
in management as shall satisfy Lender within thirty days 
after receipt by Borrower of notice that such management 
is not satisfactory. 

18. Lender may at any time and without notice deal in 
any way with, or grant to Borrower any indulgences or 
forbearances or any extensions of the time for payment 
of any indebtedness secured hereby, or may release 
portions of the said property from the lien hereof, without 
affecting the personal liability of any person for the pay¬ 
ment of the indebtedness secured hereby or the lien of this 
Deed of Trust upon the remainder of the said property 
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for the full amount of the indebtedness then remaining 
unpaid. 

19. Every right and remedy provided in this Deed of 
Trust shall be cumulative of every other right and remedy 
of Lender, whether herein or by law conferred, and may 
be enforced concurrently therewith; and no acceptance of 
the performance of any obligation as to which Borrower 
shall be in default, or waiver of performance of any 
obligation, shall be construed as a waiver of the same or 
any other default then, theretofore or thereafter existing. 

20. Upon commencement of any judicial proceeding to 
enforce any right under this Deed of Trust, or if Trustees 
and/or Lender shall defend any action to protect or estab¬ 
lish any of their rights hereunder, Borrower will pay, in 
addition to costs and disbursements allowed by law 1 , the 
reasonable costs of bringing or defending any such action, 
including reasonable attorneys’ fees, all of which shall be 
added to the indebtedness secured hereby. 

21. Time is of the essence hereof and if default be made 
in making any payment under the Note (or any extension 
or renewal thereof) or in any other payment provided for 
herein when the same shall become due, and any such 
default not be cured to the satisfaction of Lender within 
thirty days after notice thereof, or if default be made in 
the performance of any covenant of this Deed of Trust 
and the Contract, or any contract, agreement or indenture 
supplemental to or amendatory of any of them and any 
such default not be cured to the satisfaction of Lender 
within sixty days after notice thereof; or if any party 
liable for the indebtedness secured hereby file a voluntary 
petition in bankruptcy, make an assignment for the benefit 
of any creditor, or be declared bankrupt or insolvent ; or 
if a debtor’s or creditor’s petition filed pursuant to the 
provisions of the National Bankruptcy Act, as amended, 
affecting the said property be approved; or if the Bor¬ 
rower abandon any of the said property, then in any of 
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said events, the Lender is hereby authorized and em¬ 
powered, at its option, without notice and without affecting 
the lien hereby created, or the priority of said lien, or any 
right of the Lender hereunder: 

a. To perform on behalf of the Borrower any such de- \ 

faulted covenant or agreement (except the agreement to 
pay the principal of the aforesaid Note and interest 
thereon) to such extent as Lender shall determine, and 
enter upon said property, inspect, repair and maintain the 
same and perform such other acts thereon as Lender shall 
deem necessary and advance such moneys as Lender shall 
deem advisable for any of the aforesaid purposes, but 
nothing herein contained shall be construed as requiring 
Lender to advance money for any of the aforesaid pur¬ 
poses, and Lender shall have the right to take possession 
of said property and collect the rents, issues and profits 
therefrom and apply the same, less reasonable costs of 
collection, upon the indebtedness hereby secured; 

b. To declare, without notice, all sums secured hereby 
immediately due and payable, and to enforce any of the 
rights which accrue to Lender hereunder or under the laws 
of the District of Columbia; 

c. Without regard to the adequacy or inadequacy of the 
said property as security for the indebtedness, to the use 
of said property as a homestead, or other grounds for 
extraordinary relief, to appoint a receiver for the benefit 
of Lender, with power to take immediate possession of 
said property, manage, rent and collect the rents, issues 
and profits thereof; and such rents, issues and benefits, 
when collected, may be applied toward the payment of any 
indebtedness then due and accrued hereby, and the costs, 
taxes, insurance and other items necessary for the pro¬ 
tection and preservation of said property, including the 
expenses of such receivership; provided, however, that 
until termination or expiration of the Lease, each item of 
rent thereunder collected by the receiver shall be applied 
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to the payment of the indebtedness of the Borrower on the 
basis of which such item of rent was computed before any 
such item of payment may be applied in accordance with 
the foregoing provisions of this subparagraph c. 

22. In the event of the sale of said property by Trustees 
or either of them, such sale may be of said property as a 
whole, and it shall not be the duty of Trustees to sell the 
same in parts or in lots, unless they so desire. 

23. Promptly after the execution hereof, the Borrower 
shall cause this Deed of Trust to be recorded and filed, 
and from time to time thereafter to be re-recorded and 
re-filed at such times and in such offices or places as may 
be required by law in order to perfect and continue the 
lien of this Deed of Trust upon all of the said property, 
real and personal, including fixtures. 

24. Borrower hereby waives, to the extent permitted by 
law, the benefits of all valuation, appraisement, exemption, 
stay, redemption and moratorium laws of the District of 
Columbia, now in force or which may hereafter become 
laws. 

25. The terms used to designate any of the parties herein 
shall be deemed to include the heirs, representatives, suc¬ 
cessors and assigns of such parties; the term “Lender” 
shall also include any lawful owner, holder or pledgee 
of any indebtedness secured hereby; and the term 
“Trustees’’ shall also include any substitute trustee or 
trustees appointed pursuant to the provisions hereof. 

26. Whenever the context hereof requires, reference 
herein made to the singular number shall be understood as 
including the plural, and likewise the plural shall be 
understood as denoting the singular; words denoting 
gender shall be construed to include the masculine, 
feminine and neuter, when such construction is appro¬ 
priate; and specific enumeration shall not exclude the 
general but shall be considered as cumulative. 
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27. If the said property shall be advertised for sale, as 
hereinbefore provided, and not sold, the Trustees then 
acting shall be entitled to one-half of the commission above 
provided (not to exceed 1%), to be computed on the 
amount of the unpaid balance of the Note. 

2S. In case of the refusal, failure or inability of said 
Trustees or either of them for any reason to act hereunder, 
or in the event Lender shall deem it desirable to remove 
without cause the Trustees or either of them and appoint 
another Trustee or Trustees to execute this trust, then in 
either or any of said events Lender shall have the right 
and is hereby authorized and empowered in addition to 
the right of employing any method of appointing a sub¬ 
stitute trustee or trustees provided by law, to appoint a 
substitute trustee or trustees by an instrument in writing 
duly executed, acknowledged and filed for recordation in 
the office of the recorder of deeds of the District of 
Columbia; and that when such instrument of appointment 
shall have been so filed and recorded, the substitute trustee 
or trustees named therein shall be vested with all the title, 
power and duties vested in the Trustee herein the same 
as if said substitute trustee or trustees had been named 
Trustee or Trustees in this Deed of Trust. In any case 
where the holder of the indebtedness secured hereby is 
a corporation, the appointment of a substitute trustee may 
be made as aforesaid by the President (or presiding 
officer by whatsoever designation known) or a Vice- 
President of such corporation or by any person there¬ 
unto authorized in writing by the President or Vice- 
President of such corporation. 

29. The unenforceability or invalidity of any one or more 
provisions, clauses, sentences and/or paragraphs of this 
Deed of Trust shall not render any other provisions, 
clauses, sentences and/or paragraphs herein contained 
unenforceable or invalid. 

In Testimony Whereof, On the day and year first here¬ 
inabove written, the said Borrower hath caused these 
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presents to be signed in its corporate name by 

., its President, attested by 

.. its Secretary, and its cor¬ 
porate seal to be hereunto affixed, and doth hereby 

constitute and appoint . its 

true and lawful attorney in fact for it and in its name, to 
acknowledge and deliver these presents as its act and 
deed. 

Longfellow Building Corporation 


President 

Attest: 


Secretary 

District of Columbia, ss. : 

I,., a Notary Public in and 

for the District of Columbia, do hereby certify that 

.. who is personally well known 

to me as the person named as attorney in fact in the fore¬ 
going Deed of Trust bearing date on the.day 

of., 1940, and hereto annexed, personally 

appeared before me in said District and, as attorney in 
fact, as aforesaid, and by virtue of the authority vested in 
him by said Deed of Trust, acknowledged the same to be 
the act and deed of Longfellow’ Building Corporation, the 
corporate grantor therein. 

Given under my hand and seal this.day of 

.,1940. j 


Notary Public y 
District of Columbia. 

My commission expires: 
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Plaintiffs' Exhibit No. 18 

This Instrument executed in duplicate original and dated 
1 the 10th day of May, 1940, by and between Longfellow 
Building Corporation, a corporation organized and exist¬ 
ing under and bv virtue of the laws of the State of Dela- 
ware, having an office in the City of Washington, D. C., 
(hereinafter called the “Borrower”), and the RFC Mort¬ 
gage Company, a corporation organized and existing un¬ 
der and by virtue of the laws of the State of Maryland, 
having an office at Washington, D. C., (hereinafter called 
the “Lender”); 

Whereas, the Borrower has applied to the Lender for a 
loan of $1,500,000 to aid the Borrower in the purchase of 
the land hereinafter described and the erection thereon of 
a certain office building project in accordance with certain 
plans and specifications; 

Now, Therefore, in consideration of the mutual promises 
hereinafter contained and other valuable considerations, 
the parties hereto agree as follows: 

I. 

Project and Loan. 

1. Definition of Project: The term “Project” as herein 
used shall mean the clearance of the land hereinafter de¬ 
scribed and the construction thereon of office building, 
utilities, sewers, landscape work, and other improvements, 
required to be done by the plans and specifications herein¬ 
after referred to, any supplementary plans and specifica¬ 
tions, and this Agreement. 

2. The Land: The Borrower will forthwith, and in any 
event simultaneously with or prior to the recording of the 
deed of trust hereinafter referred to, perfect and hereafter 
maintain in itself a fee simple title, which title shall be good 
of record and insurable by a title company or companies 
acceptable to Lender and shall be free and clear of all 
liens and encumbrances whatsoever except as may be im- 


posed or permitted under this instrument, to certain lands 
situate, lying and being in the City of Washington, D. C., 
more particularly described as follows: 

All of Lots 49, 50 and part of Lot 51 in Marianna B. 
Lathrop’s subdivision of lots in Square 159, as per plat 
recorded in Liber No. 12, Folio 173 of the Records of the 
Office of the Surveyor of the District of Columbia, also 
parts of Lots 11 and 12 in George Williams and A. Jardins’ 
subdivision of lots in Square 159, as per plat recorded in 
Liber W.B.M., Folio 21 of said Surveyor’s Office Records, 
all described in accordance with plats of surveys recorded 
in Survey Book No. 133, page 122, Survey Book No. 120, 
page 485, and Survey Book No. 110, page 288 of said Sur¬ 
veyor’s Office Records, in one parcel, as follows: 

Beginning for the same at the intersection of the north¬ 
erly line of Rhode Island Avenue with the easterly line 
of Connecticut Avenue, and running thence Northwesterly 
along said easterly line, 87.26 feet to a point distant fifty- 
three hundreths of a foot Southeasterly along said Avenue 
from the north face of the north wall of premises No. 1203 
Connecticut Avenue, N. W.; thence Northeasterly passing 
through said wall at an angle with said easterly line of 
Connecticut Avenue 89 degrees 29 minutes, as shown on 
survey plat, 80.71 feet to a point twenty-five hundreths of 
a foot Easterly from the west face of the division wall be¬ 
tween premises Nos. 1747 and 1749 Rhode Island Avenue; 
thence Northwesterly on a continuation of said division 
line 22.12 feet to the northerly line of said Lot 50; thence 
Northeasterly along said northerly line 21.02 feet; thence 
Northerly 5.66 feet to a point on the easterly line of said 
Lot 51 distant 4 feet North from the northerly line of j 
said Lot 50; thence Southerly along said easterly line of 
Lot 51, 4 feet to the said northerly line of Lot 50; thence j 
Northeasterly along the northerly line of said Lots 50 and 
49, 75.2 feet to the easterly line of said Lot 49; thence 
Southeasterly along said easterly line 109.21 feet to said 
northerly line of Rhode Island Avenue; thence Southwest- 


i 
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erly along said northerly line 180 feet to the place of be¬ 
ginning. 

3. Plans and Specifications: The Borrower will con¬ 
struct on the Land the Project strictly in accordance with 
plans and specifications (hereinafter called the “Plans 
and Specifications”) prepared or to be prepared by Wil¬ 
liam Lescaze, 211 East 48th Street, New York, New York 
(hereinafter called the “Architect”), which Plans and 
Specifications shall be satisfactory to Lender, Borrower, 
and the contractor referred to in Section 8 below (said con¬ 
tractor being hereinafter called the “Contractor”), and 
shall be approved, prior to any disbursement of the pro¬ 
ceeds of the loan, by all departments, boards, or agencies 
of the District of Columbia, or other governmental bu¬ 
reaus or departments having jurisdiction thereof, and said 
Plans and Specifications shall not be changed, altered, or 
modified in any manner whatsoever without the written 
consent of the Lender, and without the written consent of 
the aforesaid bureaus or departments if, in the opinion of 

1 the Lender, the approval of such bureaus or departments 
is necessary. A master set of the Plans and Specifications, 
identified on each page thereof by the Architect, the Lender, 
the Borrower, and the Contractor, are hereby by reference 
made a part hereof, and shall be filed when completed with 
the Lender and be controlling with respect to any matters 
which may arise as to language, provisions, and contents 
of the Plans and Specifications except as specifically other¬ 
wise provided by this Agreement. 

4. The Loan: The Borrower has agreed to take and the 
Lender has agreed to make, subject, among other things, 
to this Agreement, a loan (hereinafter called the “Loan”) 
in the amount of $1,000,000, said Loan to bear interest at 
the rate of 4 1 />% per annum and be advanced in instal¬ 
ments as hereinafter provided. 

f>. The Note and Deed of Trust: To evidence the Loan 
the Borrower agrees to execute simultaneously herewith a 
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note (hereinafter called the “Note”) in form approved by 
Lender, together with a deed of trust (hereinafter called 
the “Deed of Trust”) in form approved by Lender, which, 
when executed, delivered and recorded, shall constitute a 
valid first lien on the Land, except for liens for special 
assessments not in arrears, taxes and water rents not due 
and payable, and other liens acceptable to the Lender. 

6. Title Insurance: Prior to receipt of check or checks 
representing the first advance, the Borrower will procure 
and cause to be delivered to Lender mortgagee’s policy or 
policies of title insurance (hereinafter called “Mortgage 
Title Policy”) in standard “L. I. C.” or “A. T. A.” form, 
issued by a company or companies approved by the Lender 
in an amount at least equal to the amount of the first 
advance, insuring: 

(a) A good and marketable title in the Borrower to the 
Land;and 

(b) The validity and priority of the Lender’s lien upon 
such Land, free and clear of all liens, encumbrances and 
exceptions, except as shall be imposed or permitted by this 
instrument or may be otherwise acceptable to the Lender. 
Anything to the contrary herein notwithstanding, no sub¬ 
sequent advance will be made unless the Mortgage Title 
Policy is extended by the title insurer to the time of such 
advance, and the amount thereof increased to the aggregate 
amount of all advances made, subject to no exceptions 
other than those originally made in such policy or as are 
acceptable to Lender. 


II. 

Construction of the Project. 

7. Covenant to Build: The Borrower agrees to substan¬ 
tially complete the Project on or before the date required 
for completion under the construction contract referred to 
in Section 8 below (said contract being hereinafter called 
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the “Construction Contract”), unless prevented from so 
doing by causes set forth in Article 7 of the Construction 
Contract. The Borrower will cause the Project to be con¬ 
structed strictly in accordance with the Plans and Spe¬ 
cifications, and will do all things necessary and appropri¬ 
ate in order properly and promptly to complete the Proj¬ 
ect within the time aforementioned. No construction work 
on the Project shall be commenced or any materials ordered 
in connection therewith prior to the recording of the Deed 
of Trust in the public records of the District of Columbia. 

8. Construction Contract: The Borrower, as owner, con¬ 
currently with the execution of this instrument, will enter 
into a contract in form approved by the Lender for the 
construction of the Project with John McShain, Inc., a 
Delaware corporation, as Contractor. The Borrower agrees 
to disclose to the Lender the names of all parties with 
which the Borrower or the Contractor shall subsequently 
contract for the construction of any part of the improve¬ 
ments or of the furnishing of material therefor. 

9. Architect’s Contract: The Borrower has entered, or 
concurrently with the execution of this instrument will 
enter into a contract, in form approved by Lender, for the 
performance of the architectural work on said Project 
with William Lescaze, 211 East 48th Street, New York, New 
York, duly registered as architect required by local laws 
and regulations applicable to the Project. 

10. Insurance: The Borrower shall cause the Contractor 
to procure from insurers satisfactory to Lender and in such 
amounts as shall be satisfactory to Lender, and to main¬ 
tain, insurance to indemnify and save Contractor and Bor¬ 
rower harmless from all claims, damages, liability, loss, 
cost and expense incurred by reason of or resulting from 
occupational diseases (if required by law) or any injury or 
alleged injury, including death, to any employee of Con¬ 
tractor or other person or persons, caused by or arising 
out of the Project. Certificates evidencing such insurance 
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shall be deposited with the Lender, prior to the commence¬ 
ment of construction. 

The Borrower shall keep the improvements insured until 
completion for the benefit of the Borrower, Contractor and 
Lender, as their interests may appear, against fire for the 
full insurable value of such improvements and against 
windstorm and earthquake for at least 50% of the full in¬ 
surable value. All policies evidencing such insurance shall 
have attached thereto mortgagee clauses in form approved 
by the Lender, making loss payable to the Lender, as first 
mortgagee, and, prior to the second advance thereunder, 
originals of such policies shall be delivered to the Lender. 

11. Right of Entry, Access and Inspection: The Lender 
and its agents, at all times during construction of the 
Project, shall have the right of entry and free access to the 
Project, and the right to inspect all work done, labor per- j 
formed, and materials furnished in and about the Project, 
and all books and records of the Borrower. 

The Borrower will comply and cause all contractors, 
subcontractors, materialmen, and others employed on the 
Project to comply with reasonable instructions given to 
the Borrower by the Lender with reference to the con¬ 
struction of the Project in accordance wdth the Plans and 
Specifications, including supplementary plans and speci¬ 
fications, if any, the Construction Contract, and this Agree¬ 
ment; but as to any part of the work which may not be 
covered by the Plans and Specifications, such work shall 
be done in a manner approved in writing by the Lender. 

It is further expressly agreed that, as between the par¬ 
ties hereto, the duty of constructing or providing for the 
construction of the Project in accordance with the Plans 
and Specifications and this Agreement is the duty of the 
Borrower exclusively. 

j 

12. Cash Equity and Junior Financing: The Borrower 
agrees, as a condition precedent to any advance under this 
Agreement, to furnish the Lender with satisfactory evi¬ 
dence that it has cash capital of not less than $149,800 and 
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that it has executed an agreement, in form and substance 
satisfactory to Lender, with Mount Vernon Mortgage Cor¬ 
poration, pursuant to which Mount Vernon Mortgage Cor¬ 
poration agrees to make a loan to Lender in such amount as 
may be required, over and above the proceeds of the Loan 
hereinabove referred to and the cash capital of Borrower, 
to complete the Project and render the improvements 
thereon suitable for tenants, and that Mount Vernon Mort¬ 
gage Corporation has deposited with Lender, as a pledge 
for the performance of such agreement, collateral satis¬ 
factory to such Lender. The Borrower hereby appropriates 
said sum of $149,800 to the payment of the following items 
pending completion of the Project, in the amounts enum¬ 
erated and agrees to hold such of said funds as have not 
previously been used for any of said purposes in a trust 
account for such payment: 

(a) $92,500 on account of the purchase price of the Land; 

(b) $20,000 to payment of the cash fees of the Architect; 

(c) $12,490 to payment of premium on Contractor’s 
Bond; 

(d) $24,810 to payment of taxes, building permit fees, 
interest, insurance, title fees, recording expenses, attorneys’ 
fees, and corporate expenses approved by the Lender dur¬ 
ing the construction period. 

The Borrower shall account to the Lender for the expendi¬ 
ture of such funds within a reasonable time after each such 
expenditure. 

13. Extra Work and Materials Used: The Borrower 
shall not authorize any changes as defined in the Construc¬ 
tion Contract, without the approval in writing of the 
Lender. 
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III. 

Advances. 

14. U se of Loan Proceeds: The Borrower covenants 
that it will receive the advances hereunder secured by the 
Deed of Trust as a trust fund to be applied for the pay¬ 
ment of the following: 

(a) The amount by which the cash consideration for 
the Land exceeds $92,500; provided, however, that such 
amount may not be in excess of $275,000; 

(b) Amounts due the Contractor under the Construc¬ 
tion Contract, not in excess of $1,147,000; 

(c) Service fee of the Lender in the amount of $15,000; 

(d) On account of cash fee due the Architect, not in 
excess of $35,000; 

(e) Interest, taxes and other expenses during the con¬ 
struction period, in such amounts as may be approved by 
the Lender. 

However, nothing in this section shall impose upon the 
Lender any obligation to see to the proper application of 
such advances by the Borrower. The Borrower further 
agrees that the amount of any advances made by the Lender 
for items which are not due and payable by the Borrower at 
the date of such advances, will be deposited, pending dis¬ 
bursement by the Borrower, in a depository approved by 
the Lender, and Borrower will account to Lender for the 
expenditure of all such sums within a reasonable time after 
each such expenditure. The Lender agrees, so long as Bor¬ 
rower is not in default, to disburse and pay over the pro¬ 
ceeds of the Loan in accordance with this Agreement, pro¬ 
vided that a portion or the whole of the Loan may be ad¬ 
vanced before it becomes due hereunder, if the Lender 
deems it advisable so to do. 

15. Preliminary Advances: The first disbursement here¬ 
under shall be made upon submission by the Borrower to 







the Lender of a verified application on form approved by 
the Lender, for the amount of not more than $290,000. 
representing the aggregate amount of the items listed in 
subdivisions (a) and (c) of Section 14 above. 

All disbursements subsequent to the first and prior to 
the time that aggregate disbursements equal 90% of the 
maximum amount of the Loan, will be made only upon the 
submission by Borrower on or before the tenth day of each 
month, beginning not earlier than the first month follow¬ 
ing the execution of this Agreement, of an executed re¬ 
quisition by Contractor in the form required by the Con¬ 
struction Contract (including all exhibits required by such 
Contract), duly certified by the Architect, accompanied by 
the following: 

(a) Affidavit of concurrence executed by the Borrower, 
which affidavit shall state that the Borrower in submitting 
said requisition declares said requisition to be its own as 
if expressly written and executed by its officers for the-pur¬ 
pose of obtaining an advance under this Agreement: that 
the advance requested is then payable to the Borrower 
pursuant to the terms of this Agreement; that all ac¬ 
knowledgments of payment and other evidence required 
by the Construction Contract in connection with the last 
previous requisition have been submitted to the Architect 
and copies thereof bearing evidence of the Architect’s 
approval, submitted to the Lender; and that all policies 
of insurance, including title insurance, required under this 
Agreement are in force and effect at the date of said 
concurrence; 

(b) Such additional insurance policies as may be re¬ 
quired hereunder; 

(c) Certificate from the surveyor, satisfactory to the 
Lender, showing that the improvements so far as erected 
lie within the boundary lines and building restriction lines 
of the Land covered by the Deed of Trust. 
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The Contractor’s requisition, with the other documents 
referred to above, shall constitute the Borrower’s appli¬ 
cation for an advance hereunder. The Borrower may also 
attach to said application or submit in lieu thereof a sup¬ 
plemental application for such sums as may be necessary 
for the purposes specified in the first paragraph of Sec¬ 
tion 14 covering obligations to others than the Contractor, 
which may then be due or which it is anticipated will fall 
due prior to the date of the next advance; provided, how¬ 
ever, that the aggregate amounts so required (including 
the amount of the first disbursement referred to in Section 
15, supra) shall not exceed $353,000. 

The Lender, within five days of the receipt of the Bor¬ 
rower’s application and/or supplemental application, here¬ 
by agrees to advance the sum of money requested in the 
application and/or such amounts as are approved by the 
Lender in connection with the supplemental application, 
by issuing check or checks payable to the Borrower and/or 
such other parties as are shown by the application and/or 
supplemental application to be entitled thereto, provided 
the title insurer has extended the Mortgage Title Policy to 
include the date of such disbursement, and has increased 
the amount of such policy to an amount equal at least to 
the aggregate of all disbursements made to date, subject 
only to such exceptions as were contained in the original 
policy or as are acceptable to Lender. In the event any 
mechanics’ or materialmen’s lien or liens should be as¬ 
serted or filed against the Project, the Lender may retain 
a sum or sums sufficient to discharge said lien or liens; 
said sums or sums to be deducted from any advances made. 

16. Final Advances: After 90% of the maximum princi¬ 
pal amount of the Loan has been disbursed, no additional 
advances will be made except upon submission to the Lender 
of the documents referred to in Section 15 and the follow¬ 
ing additional documents: 

(a) Certificate (hereinafter called the “Certificate of 
Final Completion”) executed and verified by an officer 
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of the Borrower and bearing the written approval and 
concurrence of the Architect and consulting architect, if 
any, which Certificate of Final Completion shall be sup¬ 
ported by evidence satisfactory to the Lender that; 

(1) The Project has been completed, furnished and 
equipped in accordance with the Plans and Specifications, 
any supplemental plans and specifications approved by the 
Lender, and this Agreement; 

(2) The buildings, including wiring, plumbing and 
other fixtures therein, have been inspected and approved 
by all departments, boards or agencies of the District of 
Columbia, or other governmental bureaus or departments 
having jurisdiction thereof, and by the Board of Fire Un¬ 
derwriters or any board or body performing similar func¬ 
tions, and that such certificates with respect to approval 
of said buildings for occupancy or otherwise as may be 
required by the Lender have been issued; 

(b) If required by the Lender, a chattel mortgage, sup¬ 
plemental deed of trust, or other similar instruments 
creating a first lien on all fixtures and personal property 
purchased out of the Loan; 

(c) Evidence satisfactory to the Lender that: 

(1) All bills for labor and material, fees and other 
charges have been paid in full, or arrangements for such 
payments out of the proceeds of said advance have been 
made; 

(2) The Deed of Trust constitutes the only lien on the 
Land except for liens for special assessments not in ar¬ 
rears, taxes not due and payable, and such other exceptions 
as may be acceptable to Lender; 

(3) Any chattel mortgage, supplemental deed of trust 
or other instrument executed pursuant to the provisions 
of subdivision (b) of this Section 16 constitutes the only 
lien on the personal property described in such instru¬ 
ment; 
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(4) The Borrower is adequately protected by public 
liability and elevator insurance. 

All of the foregoing documents and evidence shall con¬ 
stitute the Borrower’s application for final disbursement. 

The Lender, within ten days of the receipt of the docu¬ 
ments herein referred to, hereby agrees to advance the 
sum of money requested in the application and such 
amounts as are approved by the Lender in connection with 
the supplemental application, by issuing check or checks 
payable to the Borrower and/or such other parties as are 
shown by the application and supplemental application, if 
any, to be entitled thereto; provided, however, that the 
amount of such advance, plus the aggregate amount of all 
advances previously made, shall not exceed the aggregate 
amount of the Loan which the Lender has agreed to make 
pursuant hereto. 


IV. 

Termination of Obligations. 

17. Conditions Precedent to Obligations: Whenever and 
as often as any of the following events occur before the 
amount of the Loan is fully advanced, all obligations on the 
part of the Lender to make further advances on account 
of the Loan shall cease. 

(a) Default. If the Borrower commit or permit any vio¬ 
lation or default in the performance of any covenant, ob¬ 
ligation, or condition of any agreement with Lender or 
commit any default in any covenant of the Note or Deed 
of Trust; * 

(b) Unsatisfactory Lien. If the Deed of Trust shall not 
secure to the Lender a first lien on all property included 
in the Project, subject and subordinate only to liens for 
special assessments not in arrears, liens for taxes due and 
payable, and such other liens and encumbrances as may 
be acceptable to the Lender; 
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(o) Encroachment. If the improvements, or any part 
thereof shall materially encroach, in the opinion of the 
Lender, on any street or adjoining property, or shall vio¬ 
late any restriction applicable to the Project; 

(d) Materials and Fixtures. If any materials, fixtures, 
or articles of personal property used in the Project or ap¬ 
purtenant thereto are subject to chattel mortgage, or under 
a conditional sale or other agreement for retention of title 
or are not purchased so that the ownership thereof vests 
in the Borrower, free from encumbrances, provided that 
the Borrower shall have the right, within a reasonable time 
after notice of such encumbrance or claimed encumbrance, 
to discharge the same by bonding the same or otherwise; 

(e) Representations. If any representation or state¬ 
ment made in writing to the Lender by the Borrower or its 
representatives shall be incorrect or incomplete in any 
material respect, and such representation and statement 
are not promptly corrected to the satisfaction of the 
Lender; 

(f) Construction. If the Borrower does not construct the 
Project in accordance with the Plans and Specifications, 
or if any work done to the date of each application shall 
not have been done in good and workmanlike manner, pro¬ 
vided that if the Lender shall claim that there is anv de- 
parture from said Plans and Specifications or that any 
of such work has not been done in a good and workman¬ 
like manner, Borrower shall have a reasonable time after 
such claim to rectify any such departure or work; 

(g) Violation. If any rule, regulation, ordinance, or law 
of a department, bureau, or other agency of the District of 
Columbia having jurisdiction over the Project shall be 
violated by the Project, or if any notice of any such vio¬ 
lation shall be filed with or issued by any such department, 
bureau, or agency, and such violation is not cured to the 
satisfaction of such department, bureau, or agency, and the 
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Lender, within a reasonable time after notice thereof to 
the Borrower; 

(h) Assignment. If the Borrower shall assign its con¬ 
tract or any interest therein without the approval of the 
Lender, or if the money payable under this Agreement 
should be attached or garnished by any creditor of the 
Borrower and such attachment or garnishment not be dis¬ 
solved within a period of time satisfactory to the Lender; 

(i) Noncompliance. If the Borrower fails or refuses 
upon receipt of notice from the Architect of noncompliance 
by Contractor with the Plans and Specifications of any 
work done, labor performed or material furnished or in¬ 
stalled, forthwith to proceed either to remedy said non- 
compliance with all reasonable diligence or to require 
Contractor to establish in accordance with the provisions of 
Article 11 of the Construction Contract that there has 
been no such noncompliance; 

(j) Conveyance. If the Borrower shall convey the Land 
or anv interest therein without consent of Lender; 

(k) Completion. If the Borrower shall not proceed dili¬ 
gently with the Project, or if the work shall be suspended 
for a period of ten days, unless such suspension is caused 
bv the elements or strikes, or bv other causes bevond the 
control of the Borrower or the Contractor, or for ten days 
be unreasonably delayed by being prosecuted during such 
time, with less than reasonable force and diligence; 

(l) Litigation. If, pending substantial completion of the 
Project, there shall be filed by or against the Borrower a 
petition in bankruptcy or insolvency, or if the Borrower 
be adjudicated a bankrupt or avail itself of any bankruptcy 
or insolvency statute or make a general assignment for 
the benefit of creditors or an assignment while insolvent 
or in contemplation of insolvency, or become involved in 
other legal proceedings which materially affect the per¬ 
formance of its obligations hereunder; unless the Bor- 
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rower shall, prior to the date upon which an advance 
would otherwise be made and within a reasonable time, 
remedy in a manner satisfactory to the Lender any such 
conditions. 

The Deed of Trust may contain the foregoing provisions, 
or any of them, but the omission of any such provisions 
shall not be a waiver of any of them. The occurrence of 
any of the foregoing events shall, in addition to any other 
rights or remedies accruing to the Lender, constitute an 
event of default under the Deed of Trust, and the entire 
amount of advances theretofore made hereunder shall there¬ 
upon become due and payable at the election of the Lender 
in the manner provided in said Deed of Trust. In such 
event, the Lender shall be subrogated to all rights which 
the Borrower may have in and under all contracts and 
actions, including all rights, claims and demands of the 
Borrower as obligee under any surety bond furnished pur¬ 
suant to this Agreement. The Lender may make any ad¬ 
vance despite the occurrence or existence of any such con¬ 
ditions, but the Lender shall not be deemed thereby to 
have waived any of its rights hereunder, nor shall the 
waiver by the Lender, of any such condition, constitute a 
waiver of such condition, as applied to any other or sub¬ 
sequently occurring conditions. 

18. Notice: In the event it is determined by the Lender 
that one or more of the events or conditions set forth in 
the preceding section have occurred, and for that reason 
the Lender so elects to withhold a payment beyond the 
date upon which it would otherwise be made hereunder, it 
shall be the duty of the Lender forthwith to notify the 
Borrower in writing of such election and the reason there¬ 
for; but a failure to so notify shall not be deemed to con¬ 
stitute a waiver of the occurrence of the event. 
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V. 

Completion of the Project. 

19. Assurance of Completion: The Borrower agrees to 
cause the Contractor to furnish a bond of a surety (here¬ 
inafter called the “Surety”) satisfactory to the Lender, 
executed by the Contractor, as principal, and said Surety, 
as surety. Said bond shall inure to the benefit of the Bor¬ 
rower and shall be in such sum and in such form as is 
required by the Construction Contract and shall be as¬ 
signed to the Lender as additional security for the Loan. 

20. Right of Completion: If the Contractor shall fail to 
perform the Construction Contract according to its terms, 
the Borrower shall thereupon undertake and proceed with 
the construction of the Project and shall commence and 
pursue appropriate action against the Contractor. If 
the Borrower undertakes the completion of the Project, 
the Lender shall make available the balance of the Loan 
not then advanced and the aggregate amount of any funds 
received from the Surety, in the same manner provided 
for bv this Agreement. 

If the Borrower shall not promptly undertake and pro¬ 
ceed with the construction of the Project, the Lender at 
its election (but without prejudice to any other right of 
the Lender in the premises) may, but shall not be required 
to, complete the Project. If the Lender elects so to do, it 
may then make any and all necessary contracts "with archi¬ 
tects, contractors, subcontractors, materialmen and others 
in the name of the Borrower, and may sign the name of 
the Borrower as its attorney in fact, hereby irrevocably 
appointed for such purpose, or the Lender may at its 
option make such contracts in its own name, and it may 
incur any such indebtedness in its own name. In such 
event, the Lender may pay at any time outstanding just 
bills, liabilities, claims, or indebtednesses contracted or in¬ 
curred by the Borrower and/or by the Contractor in con¬ 
nection with the erection or construction of the Project, or 
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by the Lender in the Borrower’s behalf as aforesaid 
(whether in the Borrower’s or the Lender’s name), and 
may pay any deficit in connection with the construction, 
erection, completion and equipment of the Project or in 
connection with any liability incurred by it as aforesaid, 
regardless of whether or not any mechanics’ or other liens 
or claims have been filed or established. The Borrower 
hereby expressly covenants and agrees to repay to the 
Lender on Demand anv sums advanced bv the Lender or 
any payment or payments made by the Lender in accord¬ 
ance with the foregoing provisions, with interest from 
the date of each such advance or payment computed at 
the same interest rate as upon the principal of the Note. 
The Lender may at any time apply to the payment of 
any such bills, liabilities, or indebtedness contracted or 
incurred by the Borrower of the Lender, all or any part of 
any sums to which the Borrower might otherwise be en¬ 
titled under or by virtue of this instrument, and for that 
purpose the Borrower hereby assigns to the Lender all 
such sums to which it is or mav become entitled, together 
with any additional sums which may be collected from 
the Surety. Nothing done by the Lender pursuant to the 
powers and authority vested in it by this section shall be 
deemed to relieve the Borrower of the performance of its 
covenants and agreements contained in the Deed of Trust 
and in this Agreement, or to excuse it for or relieve it of 
any breach of such covenants or agreements. 

If the Borrower shall be in default under any of the 
terms, covenants, and conditions of this Agreement or of 
the Deed of Trust, and the Contractor be ready, willing 
and able to proceed with the construction and equipment 
of the Project in accordance with the terms of the Con¬ 
struction Contract, the Lender shall have the same rights 
to proceed with the construction of the Project as above 
provided, and the Borrower agrees to assign to the Lender 
on demand all of Borrower’s rights under the Construc¬ 
tion Contract. 
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In the event the Borrower fails to complete the con¬ 
struction of the Project and the Contractor is not in de¬ 
fault with respect to the provisions of his contract with 
the Borrower, disbursements may be made by the Lender 
to pay claims for work performed and materials furnished, 
which in the judgment of the Lender represent the value 
of such work and materials, such disbursements to be made 
under the same conditions as provided for other disburse¬ 
ments. 

21. Representations and Warranties: The Borrower 
represents and warrants : 

(a) That every statement contained in this Agreement 
and in the application for the Loan, or in any supplement 
thereto or amendment thereof, or in any other data sub¬ 
mitted to or required to be submitted to the Lender by or 
on behalf of the Borrower, is or when submitted will be, 
correct and complete in all material respects; 

(b) That it is a corporation duly organized and exist¬ 
ing under the general business corporation law of Dela¬ 
ware, has an authorized capital of 2,000 shares of Com¬ 
mon Stock of no par value, is authorized and empowered 
to execute, deliver, and carry out these presents and to 
take all other action as may be necessary with respect 
thereto. 

I 

22. Expenses: The Borrower will pay all the costs, 
charges, and expenses incident to the performance of all 
the terms and conditions of this instrument on its part 
to be performed, including, but not limited to, the cost 
of preparing, executing and issuing the Note, the Deed 
of Trust, all taxes and recording fees, and the cost of ob¬ 
taining all legal opinions to be furnished by the Borrower. 

The Borrower shall defend any action at law or suit in 
equity which may arise by reason of, on account of, or in 
connection with the Loan or the construction of the Project, 
and, for that purpose, shall retain counsel satisfactory to 
the Lender. The Borrower hereby agrees to indemnify and 
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hold harmless the Lender from any costs, charges and ex¬ 
penses whatsoever by reason of any such action or suit, 
including but not limited to reasonable counsel fees. 

23. Loss or Damage by Fire or Other Casualty: If the 
Project is destroyed by fire or other casualty prior to com¬ 
pletion, and either (a) the proceeds of the insurance, to¬ 
gether with the undisbursed portion of the Loan, are suf¬ 
ficient to cover the completion cost, or (b) the Borrower 
forthwith furnishes the Lender with satisfactory evidence 
that it has available cash in an amount which when added 
to the insurance proceeds and the undisbursed balance of 
the Loan will be sufficient to cover the completion cost, 
then and in either of such events, the Borrower shall com¬ 
plete the Project in accordance with the terms of this 
Agreement and the proceeds of such insurance, together 
with the undisbursed portion of the Loan, shall be dis¬ 
bursed by the Lender for the same purposes and in the 
same manner as hereinabove provided with respect to ad¬ 
vances hereunder; provided, however, that the time for 
completion of the Project shall be extended for a period 
equivalent to the time lost by reason of such damage or 
destruction as a result of fire or other casualty. In the 
event the proceeds of the insurance, together with the un¬ 
disbursed portion of the Loan, are insufficient to cover 
the completion costs, and the Borrower does not furnish 
the Lender with satisfactory evidence that it has avail¬ 
able cash in an amount sufficient to complete the Project, 
the Borrower shall be deemed in default under this Agree¬ 
ment and the Lender at its option may elect to complete 
the Project in accordance with the provisions of Section 20 
hereof and apply the insurance proceeds for such purpose, 
or may elect to apply the insurance proceeds as a principal 
payment on the Loan. 

24. Supplemental Instruments: Upon request, the Bor¬ 
rower will furnish at any time and from time to time such 
agreements and other instruments as the Lender may deem 
necessary or desirable in connection with the perform- 


ance of the obligations of the Borrower under this instru¬ 
ment, the Note and the Deed of Trust, or for the further 
securing of the indebtedness or carrying into effect the 
terms and provisions of this instrument. 

25. Parties Bound: The contracts embodied in this in¬ 
strument shall be binding upon and inure to the benefit of 
the respective parties hereto and their successors and as¬ 
signs; provided, however, that no right of the Borrower 
hereunder shall be assignable except as herein specifically 
provided or with the prior written consent of the Lender. 

26. Construction of Contract: This Agreement, together 
with the agreements, documents, and papers delivered pur¬ 
suant hereto, shall be governed by and construed in ac¬ 
cordance with the laws of the District of Columbia. The 
titles of the subdivisions, sections, subsections, paragraphs, 
and subparagraphs of this instrument have been inserted 
for convenience in reference only and are not intended 
to summarize subject matter and shall not be given any 
consideration in the construction of this instrument. 

27. Saving Clause: If any provision of this Agree¬ 
ment, or the application thereof to any person or circum¬ 
stance is held invalid, the remainder of the Agreement, 
and the application of such provision to other persons or 
circumstances, shall not be affected thereby. 

In Witness Whereof, on the day and year first herein¬ 
above written, the said Borrower has caused these presents 
to be signed in its corporate name by Sherman F. Mittell, 
its President, attested by Arthur L. Winn, Jr., its Secre¬ 
tary, and its corporate seal to be hereunto affixed, and 
does hereby constitute and appoint Sherman F. Mittell its 
true and lawful attornev in fact, for it and in its name, 
to acknowledge and deliver these presents as its act and 
deed, and the said Lender has caused these presents to be ; 
signed in its corporate name by George B. Williams, its 
President, attested by Ronald H. Allen, its Secretary, and 
its corporate seal to be hereunto affixed, and does hereby j 
constitute and appoint George B. Williams its true and 
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lawful attorney in fact, for it and in its name, to acknowl¬ 
edge and deliver these presents as its act and deed. 

Longfellow Building Corporation 
’ (Borrower) 

By Sherman F. Mittell 
President 

Attest: 

Arthur L. Winn. Jr. 

Secretary. 

The RCF Mortgage Company 
(Lender) 

By G-. B. Williams 
President 

Attest: 

Ronald H. Allen 
Secretary. 

District of Columbia, SS: 

I, Nancy H. Koundouriotis, a Notary Public in and for 
the District of Columbia, do hereby certify that Sher¬ 
man F. Mittell who is personally well known to me as the 
person named as attorney in fact in the foregoing Build¬ 
ing Loan Agreement bearing date of the 10 day of May, 
1940, and hereto annexed, personally appeared before me 
in said District and, as attorney in fact, as aforesaid, and 
by virtue of the authority vested in him by said Building 
Loan Agreement, acknowledged the same to be the act and 
deed of Longfellow’ Building Corporation, the corporate 
Borrower therein. 

Given under my hand and seal this 10 day of May, 1940. 

Nancy H. Koundouriotis 
Notary Public 
District of Columbia 

My commission expires Feb. 14, 1943 
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District of Columbia, SS.: 

I, Nancy H. Koundouriotis, a Notary Public in and for 
the District of Columbia, do hereby certify that George B. 
Williams, who is personally well known to me as the per¬ 
son named as attorney in fact in the foregoing Building 
Loan Agreement bearing date of the 10 day of May, 1940, 
and hereto annexed, personally appeared before me in said 
District and, as attorney in fact, as aforesaid, and by 
virtue of the authority vested in him by said Building 
Loan Agreement, acknowledged the same to be the act and 
deed of The RFC Mortgage Company, the corporate 
Lender therein. 

Given under my hand and seal this 10 day of May, 1940. 

Nancy H. Koundoueiotis 
Notary Public 

District of Columbia 

My commission expires Feb. 14, 1943 

Appellants' Exhibit No. 1 

Filed May 3, 1950 

IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 

Civil Action No. 1979-’50 

Abe Lincoln Mahony, Plaintiff , 
vs. 

National Home Library Foundation, 1213 St. Matthews 
Court, Washington, D.C., 

Fannie S. Mittell, Roy S. Thurman, and Arthur L. 
Winn, individually and as Trustees of the National 
Home Library Foundation, 

Longfellow Building Corporation, 1406 M. Street, N.W., 
Washington, D.C., 
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Robert T. Highfield, L. Harold Sothoron, Fannie S. 
Mittell, and Arthur L. Winn, individually and as 
members of the Board of Directors of the Longfellow 
Building Corporation, 

Mt. Vernon Mortgage Corporation, 1406 M Street, N.W., 
Washington, D.C., 

Robert T. Highfield, individually and as President and 
Treasurer of the Mt. Vernon Mortgage Corporation, 
and L. Harold Sothoron, individually and as Vice- 
President and General Counsel for the Mt. Vernon 
Mortgage Corporation, and 
George Morris Fay, U. S. District Attorney, 

Defendants . 

Complaint for Damages for Breach of Contract; Breach of 
Fiduciary Capacity; for Removal and Appointment of Trus¬ 
tees; for Restoration of Trust Monies and Profits, and 
Other Relief 

1. This action arises under Title XI, Section 301, 324, 
and 325 of the District of Columbia Code. 

2. Plaintiff is an adult citizen of the United States and 
a resident of Maryland, maintaining an office and doing 
business in the District of Columbia. 

3. The defendant, National Home Library Foundation 
(hereinafter referred to as Foundation), was incorporated 
under the laws of the District of Columbia on February 12, 
1932, as a public, incorporated charitable trust. A true 
copy of the certificate of incorporation is attached hereto 
and made a part hereof as Exhibit “A”. Plaintiff is 
informed, believes and therefore avers that defendants 
Fannie S. Mittell, Roy S. Thurman, and Arthur L. Winn 
are the sole officers and trustees of the aforesaid Founda¬ 
tion and as such trustees reside, are located and maintain 
offices at 1213 St. Matthews Court in the City of Washing¬ 
ton, D. C. Defendant Mittell is the widow of the deceased 
Sherman F. Mittell, formerly Executive Trustee of the 
aforesaid Foundation who died in the year 1945, and the 
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aforesaid defendant, Fannie S. Mittell, has succeeded to 
his interest as heir and has acted as Executive Trustee 
of the aforesaid Foundation since the date of the death 
of the said Sherman F. Mittell. Defendant Winn is a 
member of the Bar of the District of Columbia and acts 
as a trustee and general counsel to said Foundation. 

4. Defendant Longfellow Building Corporation was in¬ 
corporated under the laws of the State of Delaware in 
1940 and does business in the District of Columbia, main¬ 
taining its principal offices at 1406 M Street, Northwest, 
Washington, D. C., having as its principal officers defend¬ 
ants Robert T. Highfield, L. Harold Sothoron, Fannie S. 
Mittell, and Arthur L. Winn, as set forth above. Plaintiff 
further alleges that Roy S. Thurman, the same as named 
defendant herein, is one of the chief stockholders and on 
the Board of Directors of the aforesaid defendant, Long¬ 
fellow Building Corporation. 

5. Defendant Mt. Vernon Mortgage Corporation was 
incorporated under the laws of the State of Delaware in 
1936, and does business in the District of Columbia, main¬ 
taining its principal offices at 1406 M Street, Northwest, 
Washington, D. C. Plaintiff further alleges that the 
principal officers of said corporation are defendant High- 
held and defendant Sothoron, as set forth above. 

6. Defendant George Morris Fay is defendant merely 
as the representative of the public, the beneficiary of the 
incorporated charitable organization, National Home 
Library Foundation, one of the defendants herein. 

7. Plaintiff alleges that in the year 1939 he was hired 
by Sherman F. Mittell, the deceased husband of defendant 
Fannie S. Mittell, and then Executive Trustee of the 
Foundation, for the purpose of promoting and financing 
the erection of a building to be used by the Foundation 
for the purpose of furthering the distribution of pocket 
edition classics. At this time, defendant Thurman, to¬ 
gether with defendant Winn, were also trustees in an 
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executive capacity of the aforesaid Foundation and 
defendant Winn acted in the dual capacity of counsel. At 
this time in 1939, defendant Fannie S. Mittell was also an 
executive officer of said Foundation. Trustees Mittell and 
Thurman at this time described to the plaintiff the 
Foundation as a non-profit organization, chartered under 
the District of Columbia laws in 1932 without capital stock 
and the purpose of the Foundation was to publish books 
for the general public without profit, said books being 
distributed for patriotic and educational purposes. These 
representations then made are verified by Exhibit “A”. 
Trustee Mittell, at this initial conference in the year of 
1939, further informed the plaintiff that the Board of 
Directors of the Foundation was composed of a great many 
outstanding and distinguished citizens of the country who 
served on the Board gratuitously in order to further the 
charitable purpose of the Foundation in the distribution 
of pocket edition classics without profit but with the idea 
of imbuing the average American with a fundamental 
knowledge in the fields of economics, politics, literature, 
sociology, etc. The names of these distinguished citizens 
were prominently displayed on the letterhead of the 
Foundation, and constituted some forty odd outstanding 
people of the country, composing the Board of Advisors 
and Directors. Plaintiff further alleges that, at the time 
of this conference with Trustee Mittell, plaintiff was in¬ 
formed that the Foundation held in its possession an 
option on the property at the corner of Connecticut 
Avenue and Rhode Island Avenue, Northwest (now 
occupied by the Longfellow Building) for which option the 
Foundation had paid $35,000 through Randall Hagner, 
Inc. to the New York Life Insurance Company and the 
final price of the property was to be $250,000. At this 
time, it was further related by Mr. "Mittell to the plaintiff 
that the Foundation and its entire Board of Trustees were 
anxious and desirous to erect a building on this site, the 
income from which was to support the cost and administra¬ 
tion of the Foundation in the publishing and distribution 
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of books at practically cost price. The foregoing was 
within the knowledge of defendants Winn, Thurman and 
Fannie S. Mittell. 

8. Operating Trustee Mittell, with the acquiescence, 
affirmance, and full knowledge of Operating Trustees Winn 
and Thurman, then and there retained the services of the 
plaintiff to undertake the promotion of capital in order 
to finance this building project and the consideration 
for plaintiff’s services was to be a position with the 
Foundation as an Executive Trustee in charge of distribu¬ 
tion and public relations in connection with the pocket 
edition classical books. This contract of employment w r as 
made with the full knowledge, affirmance and acquiescence 
of defendants Winn and Thurman. 

9. Thereupon, in 1939, plaintiff maintained an office with 
the Foundation and solicited the services of a Mr. Leslie 
Patton and of a Miss Frances Sinclair to aid and assist 
plaintiff in fulfilling the terms of his contract with de¬ 
fendant Foundation and trustees. 

10. During the latter part of 1939 and early in 1940, 
plaintiff, in fulfilling performance of his contract of em¬ 
ployment, negotiated an arrangement with Mr. E. C. 
Davidson, Secretary-Treasurer of the International 
Brotherhood of Machinists and then President of the Mt. 
Vernon Mortgage Corporation, and a Mr. Thomas A. 
Burke, then Secretary-Treasurer of the International 
Brotherhood of Journeymen, Plumbers and Steamfitters, 
who then was also an official of the defendant corporation, 
Mt. Vernon Mortgage Corporation. The deceased husband 
of the defendant, Fannie S. Mittell, to-wit, the aforesaid 
Sherman F. Mittell, was brought into these negotiations 
by the plaintiff as the official Executive Trustee represent¬ 
ing the Foundation and the background, operations, pub¬ 
lications, history, purpose and personnel of the Founda¬ 
tion were explored and investigated by said Davidson and 
Burke over an extended period, during which period the 
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plaintiff constantly worked with said Davidson and Burke 
in order to promote their assistance in financing the con¬ 
struction of the then contemplated building. Due to the 
efforts of the plaintiff, the said Davidson and Burke became 
convinced that an investment by Mt. Vernon Mortgage 
Corporation for the construction of a building to be used 
for the charitable public purposes as set forth in Exhibit 
“A” would not only be financially sound but would also be 
a contribution on the part of their labor organizations 
towards the general public good. One of the factors in¬ 
volved in their decision, which the plaintiff stressed during 
negotiations with said Davidson and Burke, was the 
numerous nationallv known figures who had contributed 
to the Foundation gifts, services and names gratuitously 
and were listed by the Foundation generally as Advisors. 
Early in the year 1940, the said Davidson and the said 
Burke called in the defendant Robert T. Highfield and 
defendant L. Harold Sothoron, who then and there were 
respectively the Operating Director and Legal Counsel of 
the Mt. Vernon Mortgage Corporation. After numerous 
conferences with this group, it developed that the Mt. 
Vernon Mortgage Corporation had previously borrowed 
about $600,000 from the Reconstruction Finance Corpora¬ 
tion and had posted approximately $800,000 worth of 
collateral with them. It was agreed by these representa¬ 
tives of defendant Mt. Vernon Mortgage Corporation and 
representatives of the Foundation at these conferences in 
which the plaintiff participated and lent his aid and 
assistance that the said defendant Mt. Vernon Mortgage 
Corporation should attempt to refinance their loan with 
the Reconstruction Finance Corporation, taking in 
sufficient of the assets posted with the Reconstruction 
Finance Corporation in order that defendant Mt. Vernon 
Mortgage Corporation could raise finances to aid in con¬ 
struction of the building. Whereupon, the plaintiff, with 
defendants Highfield, Sothoron, Winn and the deceased 
Sherman F. Mittell, consulted with the representatives of 
Reconstruction Finance Corporation, and said representa- 
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tives, after numerous conferences, decided to recommend 
a loan by Reconstruction Finance Corporation to provide 
the necessary financing of the then contemplated building. 
The representatives of Reconstruction Finance Corpora¬ 
tion, at this period of early in 1940, stated their decision 
was based upon the list of distinguished sponsors, directors 
and trustees of the Foundation, together with the records 
of the aforesaid Burke and Davidson and their respective 
labor organizations and the records of the defendant, Mt. 
Vernon Mortgage Corporation. 

11. As a result of these negotiations and agreements, 
it was decided by the representatives of the Mt. Vernon 
Mortgage Corporation, of which defendants Highfield and 
Sothoron had full knowledge and to which they acquiesced, 
and by the National Home Library Foundation, to which 
defendants Winn and Thurman had full knowledge and 
acquiesced, that the Mt. Vernon Mortgage Corporation 
would hold approximately 40% interest in the building and 
the National Home Library Foundation would hold 
approximately 60% interest in the contemplated building. 

12. In June of 1940, after the financial arrangements 
were made establishing the Longfellow Building Corpora¬ 
tion as a holding corporation, in order to protect the 
respective interests of those who had financed the building, 
to-wit, the National Home Library Foundation and the 
Mt. Vernon Mortgage Corporation, the plaintiff was dis¬ 
missed from the offices of the National Home Library 
Foundation without pay or remuneration or any attempt 
of fulfillment of his contract of employment. Plaintiff 
protested to all parties who have been involved in the 
transactions as set forth above, and finally, at a meeting 
in the said Mr. Davidson’s office in October of 1940, where 
the said Sherman F. Mittell, defendant Highfield, defend¬ 
ant Sothoron, Mr. Davidson, plaintiff and one Frances 
Sinclair and one George Patton were present, the afore¬ 
said Sherman F. Mittell gave to plaintiff 25 shares of 
Longfellow Building stock, which as plaintiff now knows 
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were part of the holdings of the said Mittell as trustee of 
the Foundation. At this conference in October of 1940, 
and prior to the said Mittell giving to the plaintiff the 25 
shares of capital stock of the Longfellow Building Cor¬ 
poration, defendant Highfield stated then and there, with 
the full knowledge of every one there present, as stated 
aforesaid, that he would give $1500 for 20 of the 25 shares 
of capital stock. Plaintiff on this day in October of 1940 
accepted the 25 shares of stock, 20 of which were im¬ 
mediately transferred to defendant Highfield who then 
and there issued a check for $1500 which defendant High¬ 
field well knew was used as part payment to the aforesaid 
Sinclair and Patton for money and services advanced to 
plaintiff in connection with his contract of employment 
with the Foundation. Defendant Highfield then and there 
well knew that the value of said stock was approximately 
$1,500 per share which he failed to disclose to said plaintiff 
but, moreover, represented that the said stock would be 
of little value, nor was the financial structure of the said 
Longfellow Building Corporation then and there explained 
to the plaintiff in any manner whatsoever. Defendant 
Highfield then and there on this date in October of 1940, 
which was approximately October 8, did misrepresent to 
him the true value of said stock. The plaintiff further 
alleges that the trustee, Sherman F. Mittell, was in viola¬ 
tion of his fiduciary capacity of the Foundation in dealing 
with this stock to his own self interest, nor did he, Mittell, 
in any manner represent to the plaintiff that the said 
Mittell held the stock of the Longfellow Building Corpora¬ 
tion in his capacity as trustee of the Foundation. 

13. Plaintiff, on this 8th day of October, 1940, after the 
above related stock transfer, signed a release, copy of 
said release being enclosed herein as Exhibit “B”, and 
said release having been witnessed bv defendant Sothoron 
and Highfield. Plaintiff alleges that said release is of no 
binding effect due to the fraudulent misrepresentations 
of defendants Sothoron and Highfield on this 8th day of 
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October, 1940 and further, said Sherman F. Mittell, as a 
trustee of the Foundation, was in violation of his fiduciary 
capacity making a transfer of stock to plaintiff inasmuch 
as he held the said stock as trustee and in his capacity as 
Trustee for the name and use of the Foundation. 

14. Plaintiff alleges that he has performed and did per¬ 
form all his duties in his contract with the Foundation 
with great skill and diligence and did successfully com¬ 
plete the object for which he was employed, and since 
1941 he has constantly and consistently demanded of the 
parties herein connected w’ith the Foundation, to-wit, 
defendants Mittell, Thurman, Winn, and the deceased 
Sherman F. Mittell that they fulfill their contract and 
retain the plaintiff as a trustee of the said Foundation; 
the parties and trustees of the said Foundation, as set 
forth herein, have always informed the plaintiff that the 
said Foundation was defunct, non-operative and in a period 
of dissolution and without finances. 

15. Plaintiff has recently learned and ascertained the 
facts set forth, that is, that the National Home Library 
Foundation was a proper owner of approximately 60% of 
the Longfellow’ Building Corporation, and as such has 
sufficient capital and assets to further the purposes of its 
charter. This knowiedge and legal significance thereof 
w*as learned by the plaintiff herein through Civil Action 
No. 3661-48 filed in this Court and nominated The Grand 
Lodge of the International Association of Machinists vs. 
Robert P. Highfield, E. Flavelle Koss, and L. Harold 
Sothoron, said Highfield and Sothoron being the defend¬ 
ants named herein. Plaintiff further ascertained the facts 
concerning the fraudulent violation of fiduciary capacities 
as cited above through a conference with Roy S. Thurman, 
defendant herein, w’ith the plaintiff on June 30, 1949, when 
the said defendant Thurman readily admitted that the 
National Home Library Foundation wms to be 60% owmer 
of the Longfellow* Building and the Mt. Vernon Mortgage 
Corporation w’as to be 40% owmer, and that stock had been 
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issued by the Longfellow Building Corporation in accord¬ 
ance with this plan. 

16. Plaintiff alleges that at the time of the formation 
of the aforesaid Longfellow Building Corporation, which 
at the time of the formation, approximately the latter part 
of 1939, was composed of Sherman F. Mittell, President, 
Arthur L. Winn, Secretary, Roy S. Thurman, Treasurer, 
and Fannie S. Mittell as Vice-President, w’ith Robert P. 
Highfield and L. Harold Sothoron as members of the 
Board of Directors of said corporation, there were issued 
360 shares of capital stock of the National Home Library 
Foundation on approximately May 5, 1940, and in the 
latter part of 1939, as disclosed on the books of the Long¬ 
fellow’ Building Corporation, Sherman F. Mittell and Roy 
S. Thurman received 898 shares of capital stock of the 
Longfellow’ Building Corporation, to which shares and to 
w’hich interest the defendant Fannie S. Mittell has 
succeeded as trustee and heir to the aforesaid Sherman 
F. Mittell. Plaintiff alleges that the aforesaid Mittell and 
Thurman received these shares of stock by virtue of their 
fiduciary capacity for the National Home Library Founda¬ 
tion and held such shares for the Foundation. Plaintiff 
alleges that said shares have been converted to the personal 
use of the aforesaid Mittell and Thurman, and further, 
that the aforesaid 360 shares of capital stock of the 
National Home Library Foundation have been converted 
to the personal use of the trustees of said Foundation; 
that the total of 1258 shares have been manipulated by the 
parties stated as defendants herein through the Longfellow 
Building Corporation into the defendant holding company 
of the Longfellow Building Corporation know’n as the Mt. 
Vernon Mortgage Corporation; that there are approxi¬ 
mately 2,000 shares of capital stock issued by the defend¬ 
ant corporation, Longfellow Building Corporation, and 
as such, 1258 shares are w’orth approximately $2,250,000, 
representing slightly over 60% interest in w’hat is now 
known as the Longfellow Building, located at the corner 
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of Connecticut Avenue and M Streets, Northwest, Wash¬ 
ington, D. C. 

17. The present Operating Trustees, to-wit, defendants 
Mittell, Winn and Thurman, have continuously since 1940 
been in violation of their duties as trustees of the Founda¬ 
tion, and have used the corpus of the trust of said 
Foundation to their own personal advantage, and further 
have confiscated and fraudulently transferred said stock 
to their own personal gain, and as consideration therefor 
have been appointed to the Board of Directors of the 
Longfellow Building Corporation, receiving therefrom 
substantial salaries as directors and substantial dividends. 
Plaintiff encloses herein and makes a part hereof a true 
copy of an audit made by Wayne Kendrick & Co., certified 
public accountants of Washington, D. C., which was made 
of the Longfellow Building Corporation on May 16, 1949, 
in connection with Civil Action No. 3661-48. An examina¬ 
tion of said partial audit discloses that 360 shares of 
capital stock were issued to the National Home Library 
Foundation from the Longfellow Building Corporation, 
and that Mittell and Thurman then and there in the year 
1939, as trustees, received in their own name 898 shares 
of capital stock. In accordance with their duties and the 
charter of the said charitable corporation, were properly 
received by said Mittell and Thurman for the use of the 
Foundation the total shares constituting slightly over 60% 
interest in the Longfellow Building in accordance with all 
prior arrangements as set forth above. Plaintiff alleges, 
due to the manipulations between Longfellow Building 
Corporation, Mt. Vernon Mortgage Corporation and the 
individuals involved herein, that the Mt. Vernon Mortgage 
Corporation, as such, is now holding approximately 1500 
shares of the 2,000 shares of capital stock of the Longfellow 
Building Corporation, of which the aforesaid 1258 shares 
properly belong to the National Home Library Foundation. 

18. Plaintiff is informed, believes and therefore avers 
that the aforesaid individual defendants have fraudulently 
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conspired to deprive the charitable entity known as the 
National Home Library Foundation of the corpus of the 
trust owned by said Foundation; and defendants Highfield 
and Sothoron have had knowledge and continue to have 
knowledge of the fiduciary capacity of the three defendants, 
Mittell, Winn and Thurman, in relation to the Foundation; 
that despite this knowledge, they allowed these individual 
trustees to deal with the corpus of this Foundation for 
their own self interests. The plaintiff believes that the 
individual defendants should be required to account fully 
to this Honorable Court for the interest of the Foundation 
in the Longfellow Building Corporation and for any other 
assets or interests of the Foundation discovered upon a 
just, true and detailed accounting. Plaintiff further states 
that the individual defendant trustees, due to their corrupt 
practices in relation to the Foundation, their malfeasance 
of office, and their continued violation of their fiduciary 
duties, should be removed from their positions as trustees 
and be replaced by this plaintiff, together with two 
individuals to be named by this Honorable Court. 

Wherefore, in consideration of the aforesaid premises, 
the plaintiff prays this Honorable Court as follows: 

1. For judgment against the individual defendants, the 
charitable Foundation, and the corporate defendants in 
amount of $70,000 as damages due to his broken contract 
of employment with the Foundation; 

2. That a full, true, just and detailed accounting of the 
National Home Library Foundation, the Longfellow Build¬ 
ing Corporation, and the Mt. Vernon Mortgage Corpora¬ 
tion be ordered and that all profits realized individually 
by the defendants herein and by the two defendant cor¬ 
porations from the trust interest properly owned by the 
Foundation be restored to said Foundation; that the afore¬ 
said trustees of the National Home Library Foundation 
be removed and the plaintiff herein be appointed a 
qualified trustee, together with two other persons appointed 
by this Honorable Court; 
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3. That the Court order the restoration of the stock of 
property together with the profits derived therefrom to 
the appointed trustees with instructions to proceed to 
administer under the direction and the administration of 
this Court the public, charitable purposes of this trust 
as outlined in the charter; 

4. That plaintiff be granted any and all other relief 
which he may appear to be entitled; 

5. That he be adjudged his costs and attorney’s fees 
against the defendants in this behalf expended. 

William L. P. Burke 
William L. P. Burke 
725-15th Street, N.W. 
Washington, D. C. 

Attorney for Plaintiff . 


District of Columbia, ss: 

Abe Lincoln Mahoney states that he is the plaintiff in 
the above entitled action and the allegations of fact there¬ 
in contained are true as he verily believes. 

Abe Lincoln Mahoney 


Subscribed and sworn to before me this 2nd day of May, 
1950. 


Elizabeth Maynard 

.Notary Public 


My commission expires: Sept. 14, 1953. 
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3. That the Court order the restoration of the stock of 
property together with the profits derived therefrom to 
the appointed trustees with instructions to proceed to 
administer under the direction and the administration of 
this Court the public, charitable purposes of this trust 
as outlined in the charter; 

4. That plaintiff be granted any and all other relief 
which he may appear to be entitled; 

5. That he be adjudged his costs and attorney’s fees 
against the defendants in this behalf expended. 

William L. P. Burke 
William L. P. Burke 
725-15th Street, N.W. 
Washington, D. C. 

Attorney for Plaintiff. 


District of Columbia, ss: 

Abe Lincoln Mahoney states that he is the plaintiff in 
the above entitled action and the allegations of fact there¬ 
in contained are true as he verily believes. 

Abe Lincoln Mahoney 


Subscribed and sworn to before me this 2nd day of May, 
1950. 


Elizabeth Maynard 

Notary Public 


My commission expires: Sept. 14, 1953. 
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(7) the complaint is wholly insufficient for other reasons 
apparent upon the face thereof. 

Brandenburg & Brandenburg 

By Louis M. Denit 

Attorneys for Defendants, 

719 15th Street, N. W. 
Washington, D. C. 

• ••#«•**** 

78 Filed July 21, 1950 

In the United States District Court 
for the District of Columbia 

Civil Action No. 1979-50 

Abe Lincoln Mahony, Plaintiff 

v. 

National Home Library Foundation, et al., Defendants 

Memorandum 

The Motions to Dismiss appear to be proper, upon the 
grounds set forth therein, and they are hereby granted. 
In the light of this ruling, no action is necessary on the 
Motion for Security of Costs. 

As to the argument of plaintiff’s counsel that the de¬ 
fense of laches must be pleaded affirmatively, rather than 
by Motion to Dismiss (citing McConville v. District of 
Columbia, et al., 26 F. Supp. 295) the Court agrees that 
this is the ordinary procedure. However, in the case of 
U. S. v. Kusche, 56 F. Supp. 201, it was held that if the 
elements of laches are apparent on the face of the com¬ 
plaint, the defense of laches is available to defendant in 
objecting to the sufficiency of the complaint. Likewise in 
the case of Latta v. Western I.nv. Co., 173 F. 2d 99, cert, 
denied, 337 TT.S. 940; rehearing denied 338 U.S. 840; re¬ 
hearing denied 338 U.S. 863; rehearing denied 338 U.S. 
889, it was held that where the defendants moved, sup- 
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ported by affidavits, for dismissal of complaint upon 
ground that causes of action were barred by limitations, 
laches, and other grounds, motion was a “speaking de¬ 
murrer’’ and was proper procedure under the Federal 
Rules, irrespective of whether designated as a motion to 
dismiss or for summary judgment. 

In Federal Practice and Procedure, by Barron and 
Holtzoff, § 307, p. 556, it is stated: 

“Some courts permit the defense of limitations 
79 to be tested by motion to dismiss. Others refuse to 
entertain such a defense unless affirmatively 
alleged. ’ ’ 

In the case of Stoddard v. Morris, 8 F.R.D. 375, Bailey, 
J. said: 

“I do think that if a complaint shows on its face that 
the cause of action is barred by laches or the statute of 
limitations, a motion to dismiss will lie, and this is in 
accordance with the practice under the old equity 
rules . . . ” 

This position is supported by Moore in his Federal Prac¬ 
tice, Vol. 4, p. 172 wherein he states: 

“Laches may be raised by motion to dismiss if the 
defect appears on the face of the complaint.” 

Counsel will, accordingly, present appropriate Orders. 

Edward A. Tamm 
Judge 

Dated: July 21, 1950 
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80 Filed July 25, 1950 

United States District Court 
for the District of Columbia 

Civil Action No. 1979-50 

Abe Lincoln Mahony, Plaintiff, 

v. 

National Home Library Foundation, et al., Defendants. 

Order 

This action came on to be heard upon motion of the de¬ 
fendants, Fannie S. Mittell and Roy S. Thurman, to dis¬ 
miss the complaint, and thereupon, upon consideration 
thereof and the argument of counsel thereon it is by the 
Court this 25th day of July, A.D. 1950 
Ordered that said motion be and the same is hereby 
granted and said complaint is hereby dismissed. 

Edward A. Tamm 
Judge 

81 W. L. P. Burke, Esq. 

Attorney for Plaintiff 
Hibbs Building, 

Washington, D. C. 

Please take notice that the foregoing Order will be sub¬ 
mitted to Judge Tamm on July 25, 1950 at 10 o’clock 
A. M. or as soon thereafter as counsel may be heard. 

Robert J. Hawkins 
Robert J. Hawkins, Esq. 
Attorney for Defendants 
815 15th Street, N. W. 
Washington 5, D. C. 

Service of the foregoing order and notice made upon 
W. L. P. Burke, Esq., Attorney for Plaintiff, by leaving 
a copy thereof at his office in the Hibbs Building, Wash¬ 
ington, D. C., at 4:28 p.m. on July 24, 1950. 

Robert J. Hawkins 
Robert J. Hawkins, Esq. 
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82 Filed July 25, 1950 

In the United States District Court 
for the District of Columbia 

Civil Action No. 1979-50 

Abe Lincoln Mahony, Plaintiff , 

v. 

National Home Library Foundation, et al.. Defendants. 

Order Granting Motion to Dismiss 

This action came on to be heard upon motion of the 
defendants, Longfellow Building Corporation, a corpora¬ 
tion, Robert T. Highfield, L. Harold Sothoron, individually 
and as members of the Board of Directors of Longfellow 
Building Corporation, and as officers of Mount Vernon 
Mortgage Corporation, and Mount Vernon Mortgage Cor¬ 
poration, a corporation, to dismiss the complaint herein, 
and thereupon, upon consideration thereof and the argu¬ 
ment of counsel thereon, it is, by the Court, this 25th day 
of July, A. D., 1950, 

Ordered that said motion be and the same is hereby 
granted and said complaint be and the same is hereby 
dismissed. 

Edward A. Tamm 
Judge 

William L. P. Burke, Esq., 

Attorney for Plaintiff, 

Hibbs Building, 

Washington, D. C. 

Dear Sir: 

Please take notice that the foregoing and annexed order 
will be submitted to Judge Tamm on July 25, 1950, at 
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10:00 o’clock A. M., or as soon thereafter as counsel may¬ 
be heard. 

Brandenburg & Brandenburg 

By A. Leckie Cox 

Attorneys for Defendants 
719 15th Street, N. W., 
Washington, D. C. 

Copy of foregoing order and notice served by leaving a 
copy at the office of William L. P. Burke, Esq., Attorney 
for Plaintiff, Hibbs Building, Washington, D. C., this 24th 
day of July, 1950. 

A. Leckie Cox 

84 Filed Sept. 8, 1950 

In the United States District Court for the 
District of Columbia 

No. 1979-50 

Abe Lincoln Mahony, Plaintiff , 


v. 

National Home Library Foundation, et al., Defendants 

Order 

This action came on to be heard upon motion of the 
defendant, National Home Library Foundation, a corpo¬ 
ration, to dismiss the complaint herein and thereupon, 
upon consideration thereof on the argument of counsel 
thereon, it is by the Court this 5th day of Sept., 1950, 
Ordered that said motion be and the same is hereby 
granted and the complaint be and the same is hereby 
dismissed. 

Edward A. Tamm 
Judge 
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85 Filed Sept. 11, 1950 

In the United States District Court 
for the District of Columbia 

Civil Action No. 1979-50 

Abe Lincoln Mahony, Plaintiff 

v. 

National Home Library Foundation, et al.. Defendants. 

The Clerk of said Court will please enter Plaintiff’s 
complaint against George Morris Fay, U. S. District 
Attorney, as dismissed by stipulation of the parties and 
without cost to either party. 

William L. P. Burke 
William L. P. Burke, 

Attorney for Plaintiff. 

Ross O’Donoghue 
Ross O’Donoghue, 

Assistant U. S. District At¬ 
torney for Defendant. 

86 Filed Oct. 17, 1950 

United States District Court 
for the District of Columbia 

Civil Action No. 1979-50 

Abe Lincoln Mahony, Plaintiff, 


v. 

National Home Library Foundation, et al.. Defendants. 

Order Dismissing Cause 

Upon consideration of the motion of defendant Arthur 
L. Winn, to dismiss and the objections thereto, both here¬ 
tofore filed herein, and the matter having been argued and 
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presented by counsel, it is by the Court this 17th day of 
October, 1950, 

Ordered, that the motion to dismiss be and the same is 
hereby granted, and that this cause be and the same is 
hereby dismissed as to defendant Arthur L. Winn. 

Edward A. Tamm 
Judge. 

Presented by: 

Drain & Weaver, 

By Richard D. Drain 
Attorneys for Defendant. 

No objection as to form: 

Attorney for Plaintiff. 

Seen: 

Hazel Burke, 

Secretary for Mr. Wm. L. P. Burke 

C. A. 4088-51 

U. S. vs. Mt. Vernon 

Defendants' Exhibit No. 5 

Filed April 20, 1955 

This Agreement Made this 10 day of May, 1940; 

Whereas, Longfellow Building Corporation proposes to 
erect a twelve-storv office building on Lots 806 to 811, in¬ 
clusive, in Square 159 in the District of Columbia, and for 
that purpose has made application to The RFC Mortgage 
Company for a loan of $1,500,000, evidenced by its prom¬ 
issory note of even date secured by first deed of trust 
on said property; and 

Whereas, in consideration for making said loan The 
RFC Mortgage Company requires Longfellow Building 
Corporation to file for approval by such Company a sched¬ 
ule showing the name, position and compensation of each 
officer, director, employee and agent of Longfellow Build- 




mg Corporation, whether employed on a full or part-time 
basis, irrespective of whether such compensation arises 
from salaries, fees, bonuses, commissions, retainers, or 
other payments, direct or indirect, in money or otherwise, 
and to execute an agreement that so long as Longfellow 
Building Corporation is indebted to said Mortgage Com¬ 
pany, it will not pay any compensation in excess of that 
listed in the aforesaid schedule and will not pay to any 
officer, director, employee, or agent, now or hereafter em¬ 
ployed, either on full or part-time basis, except those listed 
in the aforesaid schedule, any compensation, without the 
written consent of The RFC Mortgage Company. 

Now\ Therefore, Witnesseth: 

In consideration of The RFC Mortgage Company lending 
to Longfellow Building Corporation $1,500,000, Longfellow 
Building Corporation submits the following schedule of 
compensation: 

Arthur L. Winn, Jr., for services as Counsel to date and 
during the period until completion of Longfellow Build¬ 
ing and its occupancy on or before January 1, 1941—$7,500 

No salaries will be paid to officers of Longfellow Build¬ 
ing Corporation during the year 1940,— 

and agrees that so long as it is indebted to The RFC Mort¬ 
gage Company, it will not pay any officer, director, em¬ 
ployee, or agent, now or hereafter employed, either on full 
or part-time basis, except as listed above, any compensa¬ 
tion, either by way of salaries, fees, bonuses, commissions, 
retainers, or other payments, direct or indirect, in money 
or otherwise, without the written consent of The RFC 
Mortgage Company. 

In Testimony Whereof, Longfellow Building Corpora¬ 
tion has caused this instrument to be signed by its Presi¬ 
dent and its corporate seal to be hereunto affixed and at- 
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tested by its Secretary, all on the day and year first here¬ 
inbefore written. 


Attest: 


Longfellow Building Corporation 
By Sherman F. Mittell 
President 


Arthur L. Winn, Jr. 
Secretary 


The foregoing schedule is hereby approved. 

The RFC Mortgage Company 
By G. B. Williams 
President 


C. A. 4088-51 

U. S. vs. Mt. Vernon 

Defendants' Exhibit No. 6 

Filed April 20, 1955 

This Agreement Made this 10 day of May, 1940: 

Whereas, Longfellow Building Corporation proposes to 
erect a twelve-story office building on Lots 806 to 811, in¬ 
clusive, in Square 159 in the District of Columbia, and 
for that purpose has made application to RFC Mortgage 
Company for a loan of $1,500,000, evidenced by its prom¬ 
issory note of even date secured by first deed of trust on 
said property; and 

Whereas, in consideration for making said loan RFC 
Mortgage Company requires Longfellow Building Cor¬ 
poration to agree to lease all the office space in the build¬ 
ing to be erected on the said lots to the United States 
Government or any department, bureau or agency thereof, 
or any corporation, the entire stock of which is owned by 
the United States Government, or any department, bureau 
or agency thereof, should such bodies desire to lease the 
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same, at a rental determined by formula as stated in res¬ 
olution of RFC Mortgage Company, dated August 24, 1939, 
as amended October 24, 1939, and April 8, 1940: 

Now, Therefore, Witnesseth: 

In consideration of RFC Mortgage Company lending to 
Longfellow Building Corporation $1,500,000 in accordance 
with the terms of its resolution aforesaid, as amended, 
Longfellow Building Corporation agrees in the event the 
United States Government or any department, bureau, or 
agency thereof, or any corporation the entire stock of 
which is owned bv the United States Government or anv 

w •> 

bureau, department, or agency thereof, desires to lease 
said property or any portion thereof and signifies such 
intention not less than three months prior to the date the 
improvements on said property are completed pursuant 
to the Contract, the Borrower will lease said property or 
any part thereof to any of the foregoing parties at such 
annual rental per square foot as the Lender estimates will 
equal the sum of the following divided by the number of 
square feet of rentable space in said property: 

a. Annual expenses of operation and maintenance of 
said property, without deduction for depreciation; 

b. Annual taxes, assessments, and other governmental 
charges against said property; 

c. Annual taxes assessed against Borrower, based on 
income derived from said property; 

d. Annual franchise or capital stock taxes of the owner 
of said property; 

e. Annual rents for water consumed in said property; 

f. Annual premiums on all policies of insurance required 
or to be required by Lender; 

g. The sum of One Hundred Thirty-Five Thousand Dol¬ 
lars ($135,000); 
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h. An amount equal to two and one-half per cent, (2 1 / 4%) 
of the amount by which the cost of the project constructed 
pursuant to the Contract (including cost of land, labor, 
material, fees of architect and contractor, attorneys’ fees, 
premiums on insurance policies during construction, in¬ 
terest during construction, and other expenses in connec¬ 
tion with the project which have been approved by the 
Lender) exceeds the total amount disbursed by the Lender 
on the loan secured by this Deed of Trust. 

In Testimony Whereof, Longfellow Building Corpora¬ 
tion has caused this instrument to be signed by its Presi¬ 
dent and its corporate seal to be hereunto affixed and at¬ 
tested by its Secretary, all on the day and year first herein¬ 
before written. 


Attest: 


Longfellow Building Corporation 
By Sherman F. Mittell 
President 


Arthur L. Winn, Jr. 

Secretary 

The RFC Mortgage Company 
By G. B. Williams 

Attest: 


Ronald H. Allen 
Secretary 
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Filed Apr. 20, 1955 

Defendants' Exhibit No. 8 

Department of Agriculture, 
Rural Electrification Adminis. 
Farm Security Administration 
WA-6-pb-360 * 

LEASE 

between 

4 

Longfellow Building Corporation 
and 

The United States of America 

1. This Lease, made and entered into this 3d day of 
February, in the year one thousand nine hundred and 
forty-one by and between Longfellow Building Corpora¬ 
tion, whose address is 207 Machinists Bldg., 9th and Mt. 
Vernon Place, Northwest, Washington, D. C., for its 
successors, and assigns, hereinafter called the Lessor, and 
The United States of America, hereinafter called the 
Government: 

Witnesseth: The parties hereto for the considerations 
hereinafter mentioned covenant and agree as follows: 

2. The Lessor hereby leases to the Government the fol¬ 
lowing described premises, viz: 

The entire building, together with all appurtenances 
thereunto belonging, known as the Longfellow Building, 
located on the northeast corner of Connecticut and Rhode 
Island Avenues, Washington, D. C., and situated on Lot 
842 in Square 159 of the District of Columbia, and contain¬ 
ing approximately 155,400 net square feet of floor space,— 
to be used exclusively for the following purposes (see in¬ 
struction No. 3): 

Office quarters. 
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3. To Have and To Hold the said premises with their 
appurtenances for the term beginning February 3, 1941, 
and ending with June 30, 1942. 

4. The Government shall not assign this lease in any 
event, and shall not sublet the demised premises except to 
a desirable tenant, and for a similar purpose, and will not 
permit the use of said premises by anyone other than the 
Government, such sublessee, and the agents and servants 
of the Government, or of such sublessee. 

5. This lease may, at the option of the Government, be 
renewed from year to year subject to an adjustment of the 
rental terms at each renewal period, in accordance with 
the rent formula as established by the R. F. C. Mortgage 
Company,—and otherwise upon the terms and conditions 
herein specified, provided notice be given in writing to 
the Lessor at least thirty days before this lease or any 
renewal thereof would otherwise expire: Provided that no 
renewal thereof shall extend the period of occupancy of 
the premises beyond the 30th day of June, 1945. 

6. The Lessor shall furnish to the Government, during 
the occupancy of said premises, under the terms of this 
lease, as part of the rental consideration, the following: 

The Lessor agrees to comply with all the municipal 
ordinances, regulations and statutes relating to buildings 
and their equipment in the District of Columbia, and will 
pay all taxes, duties or charges levied or to be levied on 
said premises during said term, or any extension thereof, 
except w’ater rents, gas and electric current charges, and 
all other maintenance and operating costs. 

The Lessor shall make all repairs to the building and 
equipment during the term of this lease; or any extension 
thereof, due to faulty, construction or structural defects. 
Repairs made necessary by ordinary wear and tear and 
such repairs or adjustments as are necessary to the 
occupancy and operation of the building shall be made by 
the Government. 
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The Government shall notify the Lessor of any repairs 
which should be made at the expense of the Lessor, and, 
if such repairs are not made within a period of time which 
the Government considers to be reasonable, the latter wall 
be authorized to make such repairs and charge same to the 
Lessor, and, if such charges are not promptly paid, the 
Government shall be authorized to deduct the amount of 
such charges from the amounts due the Lessor as rental 
under the terms of this lease. 

7. The Government shall pay the Lessor for the prem¬ 
ises rent at the following rate: 

Two Hundred Three Thousand Six Hundred Thirty-four 
Dollars and Forty-eight Cents ($203,634.48) per annum, 
payable in monthly installments of Sixteen Thousand Nine 
Hundred Sixty-nine Dollars and Fifty-four Cents 
($16,969.54); plus the sum of Twenty-eight Thousand Five 
Hundred Eighty-seven Dollars and Eighty-three Cents 
($28,587.83), payable in monthly installments during the 
period February 3, 1941, through June 30, 1941, for re¬ 
imbursement of the cost of certain alterations and im¬ 
provements to the premises made by the Lessor and neces¬ 
sary for occupancy by the Government. 

Payment shall be made at the end of each calendar 
month. 

8. The Government shall have the right, during the ex¬ 
istence of this lease, to make alterations, attach fixtures, 
and erect additions, structures, or signs, in or upon the 
premises hereby leased (provided such alterations, addi¬ 
tions, structures, or signs shall not be detrimental to or 
inconsistent with the rights granted to other tenants on 
the property or in the building in which said premises 
are located); which fixtures, additions, or structures so 
placed in or upon or attached to the said premises shall 
be and remain the property of the Government and may 
be removed therefrom by the Government prior to the ter¬ 
mination of this lease, and the Government, if required by 
the Lessor, shall, before the expiration of this lease or 
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renewal thereof, restore the premises to the same condition 
as that existing at the time of entering upon the same under 
this lease, reasonable and ordinary wear and tear and 
damages by the elements or by circumstances over which 
the Government has no control, excepted: Provided, how¬ 
ever, that if the Lessor requires such restoration, the 
Lessor shall give written notice thereof to the Govern- 
- ment fifteen days before the termination of the lease. 

1 9. The Lessor shall, unless herein specified to the con- 

¥ trary, maintain the said premises in good repair and 

tenantable condition during the continuance of this lease, 
except in case of damage arising from the act or the negli¬ 
gence of the Government’s agents or employees. For the 
purpose of so maintaining the premises, the Lessor re- 
; serves the right at reasonable times to enter and inspect 

♦ the premises and to make any necessary repairs thereto. 

10. If the said premises be destroyed by fire or other 
casualty this lease shall immediately terminate. In case of 
partial destruction or damage, so as to render the prem¬ 
ises untenantable, either party may terminate the lease 
by giving written notice to the other within fifteen days 

% thereafter, and if so terminated no rent shall accrue to 

the Lessor after such partial destruction or damage. 

11. No Member of or Delegate to Congress or Resident 
Commissioner shall be admitted to any share or part of 
this lease or to any benefit to arise therefrom. Nothing, 
however, herein contained shall be construed to extend to 
any incorporated company, if the lease be for the general 
benefit of such corporation or company. 

12. Deletion and substitution in paragraph 5 made be¬ 
fore lease was signed by either party. 

13. The Government may terminate this lease during 
any renewal period, upon written notice to the Lessor, to 
become effective at the end of the month following the 

k month in which the notice is given. 
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In 'Witness Whereof, the parties hereto have hereunto 
subscribed their names as of the date first above written. 

Longfellow Building Corporation, 

By Sherman F. Mittell, 

President (Title) Lessor. 

In presence of: 

L. Harold Sothoron 
815 15th St., N. W., D. C. 

United States of America 

By T. F. Simms 

Acting Commissioner of Pub¬ 
lic Buildings, Public Buildings 
Administration, Federal 
Works Agency. 

(If Lessor is a corporation, the following certificate shall 
be executed by the secretary or assistant secretary.) 

I, Arthur L. Winn, Jr., certify that I am the Secretary 
of the corporation named as Lessor in the attached lease; 
that Sherman F. Mittell, who signed said lease on behalf 
of the Lessor, was then President of said corporation; 
that said lease was duly signed for and in behalf of said 
corporation by authority of its governing body, and is 
within the scope of its corporate powers. 

Arthur L. Winn, Jr. 

(Seal) 

Instructions to be Observed in Executing Lease 

1. This standard form of lease shall be used whenever 
the Government is the lessee of real property; except that 
when the total consideration does not exceed $100 and 
the term of the lease does not exceed 1 year the use of 
this form is optional. In all cases where the rental to be 
paid exceeds $2,000 per annum the annual rental shall not 
exceed 15 per centum of the fair market value of the rented 
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premises at the date of lease. Alterations, improvements, 
and repairs of the rented premises by the Government 
shall not exceed 25 per centum of the amount of the rent 
for the first year of the rental term or for the rental term 
if less than 1 year. 

2. The lease shall be dated and the full name and address 
of the lessor clearly written in paragraph 1. 

3. The premises shall be fully described, and, in case of 
rooms, the floor and room number of each room given. The 
language inserted at the end of article 2 of the lease should 
specify only the general nature of the use, that is, 4 ‘office 
quarters,” “storage space,” etc. 

4. Whenever the lease is executed by an attorney, agent, 
or trustee on behalf of the lessor, two authenticated copies 
of his power of attorney, or other evidence to act on behalf 
of the lessor, shall accompany the lease. 

5. When the lessor is a partnership, the names of the 
partners composing the firm shall be stated in the body 
of the lease. The lease shall be signed with the partner¬ 
ship name, followed by the name of the partner signing 
the same. 

6. Where the lessor is a corporation, the lease shall be 
signed with the corporate name, followed by the signature 
and title of the officer or other person signing the lease on 
its behalf, duly attested, and, if requested by the Govern¬ 
ment, evidence of his authority so to act shall be furnished. 

7. Under paragraph 6 of the lease insert necessary facil¬ 
ities to be furnished, such as heat, light, janitor service, 
etc. 

8. There shall be no deviation from this form without 
prior authorization by the Director of Procurement, 
except— 

(a) Paragraph 3 may be drafted to cover a monthly 
tenancy or other period less than a year. 
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(b) In Paragraph 5, if a renewal for a specified period 
other than a year, or for a period optional with the Gov¬ 
ernment is desired, the phrase “from year to year” shall 
be deleted and proper substitution made. If the right of 
renewal is not desired or cannot be secured paragraph 5 
mav be deleted. 

(c) Paragraph 6 may be deleted if the owner is not to 
furnish additional facilities. 

(d) If the premises are suitable without alterations, etc., 
paragraph 8 may be deleted. 

(e) Paragraph 9 provides that the lessor shall, “unless 
herein specified to the contrary, maintain the said prem¬ 
ises in good repair, etc.” A modification or elimination 
of this requirement would not therefore be a deviation. 

(f) In case the premises consist of unimproved land, 
paragraph 10 may be deleted. 

(g) When executing leases covering premises in foreign 
countries, departure from the standard form is permissible 
to the extent necessary to conform to local lawrs, customs, 
or practices. 

(h) Additional provisions, relating to the particular 
subject matter mutually agreed upon, may be inserted, if 
not in conflict with the standard provisions, including a 
mutual right to terminate the lease upon a stated number 
of days’ notice, but to permit only the lessor so to termi¬ 
nate would be a deviation requiring approval as above 
provided. 

9. When deletions or other alterations are permitted 
specific notations thereof shall be entered in the blank 
space following paragraph 11 before signing. 

10. If the property leased is located in a State requiring 
the recording of leases in order to protect the tenant’s 
rights, care should be taken to comply with all such 
statutory requirements. 
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Defendants' Exhibit No. 9 

Filed April 20, 1955 

FORM OF RENEWAL OF GOVERNMENT LEASE 

LEASE BETWEEN 

Longfellow Building Corporation 

and 

The United States of America 

This is to notifiy the above-named lessor that under the 
provisions of paragraph 5 of Lease No. WA-6-pb-360, dated 
February 3, 1941, between Longfellow Building Corpora¬ 
tion and the United States of America for premises, viz: 

The entire building, together with all appurtenances there¬ 
unto belonging, known as the Longfellow Building, located 
on the northeast corner of Connecticut and Rhode Island 
Avenues, Washington, D. C., and situated on Lot 842 in 
Square 159 of the District of Columbia, and containing 
approximately 155,400 net square feet of floor space.— 

the United States of America this 15th day of May, 1942, 
elects to renew the said lease for the period of one year 
from and after July 1, 1942, and by these presents does 
renew, extend, and adopt the said lease and all the terms 
and conditions thereof for the period beginning July 1, 
1942, and ending June 30, 1943. 

The lessor is requested to acknowledge receipt hereof. 

The United States of America, 
By W. E. Reynolds 
(Official title) 

Commissioner of Public Build¬ 
ings 

Public Buildings Administration, 

Federal Works Agencij. 
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Defendants' Exhibit No. 10A & 10B 

Filed April 20, 1955 

GENERAL SERVICES ADMINISTRATION 

Region Three 

Washington 25, D. C. 

In R^ply Refer To: 3CF 

Longfellow Building Corporation 
1406 M Street, N. W. 

Washington, D. C. 

Gentlemen: 

This Administration has made a review of the rentals 
paid your Corporation for the leasing of the premises known 
as the Longfellow Building, Washington, D. C. during the 
period February 3,1941 to June 30,1946 under leases num¬ 
bered WA-6pb-360 and WA-6pb-3325. 

The premises aforesaid were leased to the Government at 
a rental based on a formula set forth in the leases. The com¬ 
putation of rent, in accordance with this formula, provides 
for the inclusion of various elements of cost in the operation 
of the building and interest at 2 1 />% on the amount invested 
in the building in excess of the loan made by the R.F.C. 
Mortgage Company. Item h of the formula sets forth the 
equity as of equity of $500,000.00.” The equity at 

that time had not been definitely determined, but was esti¬ 
mated at approximately $500,000.00. The leases also pro¬ 
vide that at the option of the Government they can be re¬ 
newed from year to year subject to an adjustment of the 
rental terms at each renewal period, in accordance with 
the rent formula. For the purpose of making a determi¬ 
nation of your equity during the period involved, consid¬ 
eration has been given to the actual cash contributed, in 
the form of capital and loans, and the value of the services 
rendered to the Corporation. 

Based on representations made by your Corporation 
that the equity amounted to $500,000.00 the Government 
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paid your Corporation 2V>% of that amount as part of 
the rent from February 3, 1941 to June 30, 1946, a total 
of $67,633.86. The determination of the equity as above 
stated shows it to have been only $159,537.00 reflecting an 
overstatement of the equity in the amount of $340,463.00 


summarized as follows: 

Capital Stock Account 

7- 18-39 898 shs.@ $5.00 (Services) $ 4,490 

8- 19-39 203 shs.@ $5.00 (Cash) 1,015 

5- 8-40 35 shs.@ $5.00 (Services) 10,000 

5- 9-40 part pay’mt on stock 10,000 

Total $ 25,505 

By Second Mortgage 134,032 

Actual Equity $159,537 

Estimated Equity used on Formula 500,000 

Amount of Equity Overstated $340,463 


Based on the equity represented by your Corporation 
namely, $500,000.00, the Government paid you $67,633.86 
for the period involved. Whereas, by computing the rent 
on the actual equity namely, $159,537.00, the payment for 
the period involved should have been $21,553.45. Accord¬ 
ingly, you were overpaid in the amount of $46,080.41. 

You are hereby requested to forward a check, draft or 
money order in the amount of $46,080.41, payable to The 
Treasurer of the United States, to the Regional Comp¬ 
troller, General Services Administration, Region 3, 7th & 
D Streets, S. W., Washington, D. C., within thirty days 
hereof. 

Very truly yours, 

H. E. Weather wax 
H. E. Weatherwax 
Regional Comptroller 
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Defendants' Exhibit No. 11 

i Filed April 20, 1955 

June 2, 1952 

General Services Administration 
Region 3 

Washington 25, D. C. 

In re: Your file Reference 3CF 


Gentlemen: 

We received your letter, without date, but apparently 
mailed May 2, 1952, with reference to rentals paid for the 
leasing of premises known as the Longfellow Building, 
during the period February 3, 1941 to June 30, 1946 under 
leases enumerated in your letter. 

We have made a review of records at our desposal which 
indicate that negotiations for the original lease-agreement 
were made by Sherman F. Mittell, now deceased, and the 
Commissioner of Public Buildings Administration, the 
agreed rent formula being set forth in a letter from the 
Commissioner for the attention of Mr. Mittell dated De¬ 
cember 30, 1940. We find nothing to indicate that the 
estimated equity was based upon representations made by 
this Corporation. However, it is apparent from the 
Commissioner’s letter that an equity of $500,000.00 was 
used by them as one of the factors in computing the amount 
of rent which would result in an overpayment if the 
formula embodied in the deed of trust securing the RFC 
Mortgage Company were not modified with the consent of 
the parties. 

The only modification of the rent formula which ap¬ 
parently was mutually agreed to, appears in the second 
paragraph of the aforesaid letter of December 30, 1940 in 
the following language “the basic annual rental is to be 
in accordance with the formula established by the RFC 
Mortgage Company in the deed of trust relative to rental 
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of the property to the Government, but not in excess of 
fifteen (15) percent of the assessed value as established 
by the Assessor for the District of Columbia”. 

No where in the rent formula embodied in the deed of 
trust is there any such limitation on the amount of rent 
imposed. 

However, the present management is without any evi¬ 
dence that the rent formula in the deed of trust was mutu¬ 
ally modified in respect to the equity set out in the afore¬ 
said letter of December 30, 1940, and therefore believes, 
under the circumstances, that the Government is entitled to 
a refund and, accordingly, our check for $46,080.41 payable 
to the Treasurer of the United States is enclosed here¬ 
with. 

Very truly yours, 

Longfellow Building Corporation 
By: E. Flavelle Koss, 

E. Flavelle Koss, 

Asst. Secretary 

Defendants' Exhibit No. 12 

1406 M Street, N. W. 

May 9, 1951 

Internal Revenue Agent in Charge 
Baltimore Division 
Internal Revenue Service 
104 West Baltimore Street 
Baltimore 1, Maryland 

Gentlemen: 

We enclose check of this corporation for $34,617.18, in 
payment of deficiency plus penalty for fiscal years ending 
June 30, 1948, June 30, 1949 and June 30, 1950, as per re- 
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port dated April 24, 1951, prepared by Revenue Agent 
P. W. Green $32,157.66 

Interest @6%—September 15, 1948- 
Mav 15, 1951 on $4,801.08 $ 768.17 

Interest @6%—September 15, 1949- 
May 15, 1951 on $11,177.40 1,117.74 

Interest @6%—September 15, 1950- 
May 15, 1951 on $14,340.25 573.61 2,459.52 


$34,617.18 

Very truly yours, 

Longfellow Building Corporation 
William P. Hutchinson 
Auditor 

WPH/s 
Enc. check 


Re-examination FY 6/30/48 

Date of Report: April 12, 1951 
Examining Officer: P. W. Green 

In Re.: Longfellow Building Corporation 
1406 M Street, N. W. 
Washington, 5. D. C. 

Index: 

Schedules 1 to 6 
Exhibits A to D 
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STATEMENT OF TOTAL TAX LIABILITY 

Fiacal Adjustments Proposed 

Years Liability Previously Assessed* In This Report 

Tax 5 % Penalty 

Ended Tax Penalty Tax Penalty Deficiency Deficiency 

INCOME TAX 

6/30/48 $40,845.09 $ 563.05 $36,044.01 $ 4,801.08 $ 563.05 

6/30/49 48,338.26 558.87 37,160.86 11,177.40 558.87 

6/30/50 40,538.99 717.01 26.198.74 14.340.25 717.01 

Total $129,722.34 $1,838.93 $99,403.61 $30,318.73 $1,838.93 

5% penalty for year ended June 30, 1948 based upon 5% of $11,261.OS or the 
difference between the original tax assessed of $29,584.01 and the amended 
tax liability of $40,845.09. 

* Summary of Adjustments of Assessments Year ended June 30, 194S. 

Income Tax 

Original assessed $29,584.01 

Deficiency assessed, 1950 6,460.00 

Net Previous Assessments $36,044.01 

Preliminary Statement 

The year ended June 30, 1948 was previously examined. 
It has been reopened to reduce the deductions for depre¬ 
ciation and building maintenance expense wdiich is the 
reason for the deficiency for such year. The deficiencies 
for the years ended June 30, 1949 and June 30, 1950 re¬ 
sult from reducting the depreciation and building mainte¬ 
nance expense, disallowing officers salaries and disallowing 
legal expenses. 

5% negligence penalties have been asserted in accordance 
with the provisions of Section 293(a) of the Internal Reve¬ 
nue Code. 

Mr. Robert T. Highfield, president of the company was 
advised of the findings and he stated that a copy of the 
report would be awaited and referred to the Board of 
Directors of the Company before determination as to what 
action would be taken. 
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Financial History 

This company was organized in July 1939 under the 
laws of the State of Delaware to erect and operate an 
office building. 

2000 shares of no par value capital stock were author¬ 
ized and issued. The stock is carried at $455,005.00 on the 
books of account. 


Longfellow Building Corporation 

Schedule—1 

Adjustments to Net Income 

Net income as disclosed by report 
of 3/24/50 
As corrected 


FY Ended 
June 30, 1948 


$ 94,852.66 
107,487.10 


Net adjustment as computed below 
Unallowable deductions and 
additional income: 

(a) Excessive depreciation $5,868.21 

(b) Reduction of maintenance 

expense 6,766.23 

Total 

Net adjustment as above 


$12,634.44 


$ 12,634.44 
$ 12,634.44 


Schedule —1A 

Explanation of Items Changed 

(a) Excessive depreciation $ 5,868.21 

It is held that the building cost on the books of the cor¬ 
poration was overstated by $259,500.00 which resulted in 
an overstatement of the depreciation claimed. See Exhibit 
D for adjusted depreciation computation and excessive 
amount deducted. 

(b) Reduction in maintenance expense $ 6,766.23 

In 1947 the IT. S. Government which had been renting 
the entire Longfellow building released part of the first 
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floor which was rented to other tenants. The government 
continued to furnish heat, light and air conditioning to 
the entire building, billing the taxpayer for the amount 
considered applicable to the released portion of the first 
floor. Officials of the taxpayer contended that the charge 
was excessive, but paid the amount as stated by the Gov¬ 
ernment. Early in 1951 an adjustment was accomplished 
whereby taxpayer was reimbursed for maintenance over¬ 
charge for prior years. Taxpayer also received an adjust¬ 
ment from one of the tenants. United Cigar Whelan Cor¬ 
poration, in connection with the maintenance expense. The 
following shows the amount applicable to the fiscal year 
ended June 30, 1948 being an offset against the mainte¬ 
nance expense deducted of $10,818.18: 

Amount from U. S. Government $4,964.23 

Amount from United Cigar Whelan 
Corporation 1,802.00 
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Total $6,766.23 

EXHIBIT D 

COMPUTATION OF DEPRECIATION ON OFFICE BUILDING 


Cost Per 

Acquired Books 

Adjusted 

Depreciated 

Cost 

Remaining 

Life 

Depreciation Allowable ! 

FY Ended FY Ended FY Ended 
6/30/48 6/30/49 6/30/50 

2/1/41 $1,392,752.31 
1/1/4S 26,690.52 

$959,567.26 

26,690.52 

43 7/12 years 
43 1/12 yea rs 

$22,016.84 

309.75 

$22,016.84 

619.51 

$22,dl6.84 

619.51 

Totals $1,419,442.83 

Depreciation deducted 

$986,257.78 


$22,326.59 

28,194.80 

$22,636.35 

28,388.88 

$22,636.35 

28,388.88 

1 

Excessive depreciation 
Building cost to 7/1/47 

per books 


$ 5,868.21 

$ 5,752.53 

$ 5,f52.53 
$1,392,752.31 


Less: Loan from John McShain, Ine. May 1940, erroneously 

capitalized under building cost $140,000.00 

Stock issued in name of John McShain, Inc. May 1940 
erroneously capitalized under building cost $102,000.00 

Stock issued in name of William Lescaze August 1939 and 
May 1940 erroneously capitalized under building cost $ 17,500.00 

Adjusted building cost to 7/1/47 

I,ess: Building depreciation reserve 7/1/47 per books 184,068.63 

Less: Depreciation on air conditioning reflected therein 10,383.58 


f Adjusted depreciated cost of building to 7/1/47 


259,500.00 

$1,133,^52.31 

| 

$173,685.05 

$959j567.26 


! 
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Air conditioning costing $117,550.00 was originally in¬ 
cluded in building cost and depreciation claimed thereon 
at the rate of 2% per annum. Revenue Agent in report 
covering the fiscal years 1943 to 1945 separated the air 
conditioner from the other building cost and allowed depre¬ 
ciation thereon at 5%. The additional depreciation al¬ 
lowed was set up on taxpayers books under reserve for 
depreciation on air conditioner and depreciation on the 
air conditioner for the fiscal year 1946 and subsequent 
years correctly credited to such reserve. The original re¬ 
serve however on the air conditioner up to and including 
the fiscal year 1945 was not taken out of the reserve for 
depreciation on building but left in such account. The above 
amount of $10,383.58 representing the original accrued de¬ 
preciation on the air conditioner up to and including the 
fiscal year 1945, has therefore been removed from the 
building depreciation reserve. 

Life of 50 years alloted to building form 2/1/41 date of 
its completion. Remaining life from 7/1/47 therefore, 43 
years and 7 months. Depreciation on adjusted depreciated 
building cost as of 7/1/47 allowed on basis of 43 7/12 re¬ 
maining years. 

Additions made in fiscal year 1948 considered made on 
1/1/48 the average date. 

Defendants' Exhibit No. 19 

Filed April 20, 1955 

MOUNT VERNON MORTGAGE CORPORATION 
AUTHORIZATION FOR SECURITIES TRANSACTIONS 


Date January 19, 1943 


Security 

Quantity 

Unit 

Price 

Buy 

Date 

Transaction 

Completed 

Longfellow Building Corporation 

833 

33% 

27,905.50 

1-19-43 

Total 

833 

33% 

27,905.50 
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The above transaction (s) authorized and approved this 
date January 19, 1943 

E. C. Davison Director 

Robert T. Highfield “ 

L. Harold Sothoron “ 

E. Flavelle Koss “ 

Recorded in Minutes 
of Board of Directors 
February 15, 1943, 

Robert T. Highfield 
Secretary 

Defendants' Exhibit No. 20 

Filed April 20, 1955 

Security-Remarks 

Secured by 933 shares Capital Stock Longfellow 
Building Corporation 

1/19/43 Received the above described collateral to¬ 
gether with cancelled note. 

Fannie E. Sessions 
Sec’y. 

For Liability as Endorser Note on Reverse Side 
Loan No. 

Maker National Home Library Foundation 

Date January 15, 1942 

Time 

Due One year after date 

Interest-When Payable 

6 % 

Amount $ 


Interest Payments Payments on Principal 

Date To Amount Date Amount Balance 

1942 i 

Jan. 15 (Ck. #5576) 12,000.00 

1943 1943 

Jan. 19 1-15-’43 728.00 *(#7134) (#7134) Jan. 19 * 12,000.00 —<>— ! 

These amounts deducted from Check #7134 to order of N. H. L. F. in connection witji 
\ purchase of 833 shares of L. B. C. by M. V. M. C. from, N. H. L. F. on 1/19/43. 

\ W. P. H. 




Defendants' Exhibit No. 21 

1 Filed April 20, 1955 

MOUNT VERNON MORTGAGE CORPORATION 

Real Estate 
machinists’ building 

No. 7134 Washington, D. C. January 19, 1943 

Pay to 

the order of National Home Library Foundation* 
$15,163.50 Dollars 

“General Account” 

To The City Bank 

9th Street & Mt. Vernon Place, N. W. 

15-66 Washington, D. C. 

(Duplicate of Voucher Check) 

Audited Control Posted Details Posted 
Date Items Amount 

1/19/43 Purchase of 833 shares capital stock 
of Longfellow Building Corpora¬ 
tion @ $33.50 

per share 
Less transfer tax 


Deduct note of National Home Library 
Foundation Principal $12,000.00 
Accrued interest from 1/15/42 
to 1/19/43 728.00 


27,905.50 

14.00 


27,891.50 


12,728.00 


15,163.50 

Your endorsement constitutes a receipt for this voucher. 
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Accounting Distribution Charge Account 
Dr Stock 

Credit securities exp— 


Amount 


27,905.50 ! 
14.00 I 


833 Share Longfellow Bldg. Corp. stock 27,891.50 j 

Credit 

Secured N/R 12,000.00 j 

“ Interest 728.00 

12,728.00 | 


15,163.50 i 

Defendanls' Exhibit No. 24 

Filed April 20, 1955 j 

LONGFELLOW BUILDING CORPORATION 


Cash Received by the Corporation and by Mt. Vernon Mortgage Company, 
Agent as Recorded on Longfellow Building Corporation Books 

February 3, 1941 to December 31, 1942 


Advanced by Mt. Vernon Mortgage 
Co., under second mortgage 
Received for stock: 

from Messrs. Mittell and 

Thurman (203 sh) 

National Home Library 
Foundation: 

20 shares 500.00 

280 shares (a) 500.00 
Rents received from M.V.M. 

Co., Agent 

By 

Longfellow 
Bldg. Corp. 

$ 89,032.21 

1,015.00 

10,000.00 

140,000.00 

31,110.99 

By 

M.V.M. Co., 
Agent 

Total 

Total 

$271,158.20 


$271,158.20 

Received by Mt. Vernon Mortgage 
Co., Agent from Public Buildings 
Administration for rent, etc. 
Deduct amount turned over to 
Longfellow Building Corpo¬ 
ration shown above 


$406,239.10 

31,110.99 


Balance to be accounted for 


$375,128.11 

375,128.11 

Total by both Companies 
Total disbursements 

269,723.27 

361,447.18 

$646,286.31 

631,170.45 

Unexpended balance 

$ 1,434.93 

$ 13,680.93 



The unexpended balance of Longfellow Building Corporation is on deposit 
in the City Bank. 

The unexpended balance of Mt. Vernon Mortgage Company, Agent, appears 
on the Longfellow Building Corporation books as a receivable. 
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LONGFELLOW BUILDING CORPORATION 


Reconciliation of Total Disbursements, Accruals, and Expense 
to December 31, 1942 


Capital or other balance sheet items 
Expense payments $232,993.31 

less 1st trust interest deducted 

by R. F. C. Mortgage Company 14,151.20 


Balance 

deduct portions carried as 
‘ Prepaid ’ 


$218,842.11 

10,770.62 


add accruals (unpaid) 


$208,071.49 

6,726.95 


Federal income tax paid 
Federal income tax accrued 
(unpaid) 


$214,798.44 

12,435.05 


21,207.08 


Total (last period estimated) $ 33,642.13 


Total Disbursements 


Total Expense before 
depreciation 
Depreciation 


Total Expense 


Total Disbursed 
$399,893.29 


$218,842.11 


12,435.05 


$631,170.45 


Expense 

14,151.20 


214,798.44 


$228,949.64 

56,386.03 


$285,335.67 
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Defendanls' Exhibit No. 26 


Filed April 20, 1955 
INCOME 

FEBRUARY 3, 1941 TO DECEMBER 31, 1942 

AS SHOWN BY BOOKS $395,727.51 

Mt. Vernon Mortgage Received (Exhibit) 

this included reimbursement for alterations 

Balance received for rents 

Receivable from Public Buildings Administration 
appearing in ledger 

Total as above 

Expenses paid or accrued 

Balance 

Additional expenditures: 

Federal Income taxes paid or accrued $ 33,642.13 

Curtailment of 1st trust Mortgage 126,175.80 

Curtailment of 2nd trust Mortgage 49,032.21 

Total 

Excess of expenditures over cash from income 


Non-cash item of allowance for depreciation in the amount of 
$56,386.03 is not included in these figures. 


$406,239.10 

28,587.83 

$377,651.27 

18,076.24 

$395,727.51 

228,949.64 

$166,777.87 


208,850.14 
$ 42,072.27 
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EXPENSE DETAIL 




Paid Bv 




L.B.C. 

M.V.M. Co. 

Total 

,60 

Insurance (1.S33.27 less 193.59 





refund) 

$ 1,639.68 

$ 6,795.60 

$ 8,435.28 

-62 

Interest on 1st Trust 

11,102.65 

95,320.35 

106,423.00 

-64 

Interest on 2nd Trust 


10,215.57 

10,215.57 

-58 

Real Estate Taxes 

15,155.14 

51,504.82 

66,659.96 

66 

D. C. Elevator inspection 

40.00 


40.00 

56 

Elevator repairs 

153.00 


153.00 

80 

Revenue stamps ($S1.84 less $5.70 





refund) 

76.14 

— 

76.14 

80 

Notary Fees 

1.25 


1.25 

74 

State of Delaware 

20.00 

74.00 

94.00 

66 

Washington Gas Co. — Oil 





burner pilot 

5.43 


5.43 

80 

Miscellaneous office expense 

57.10 

83.90 

141.00 

66 

S. F. Mittell, reimbursement 





for travel, etc. 

1,177.76 


1,17 1 .?♦> 

68 

Offices salaries 

8,250.00 

2.708.33 

10,958.33 

74 

Capital stock tax—federal 

1,250.00 

1,250.00 

2,500.00 

74 

D. C. Income Tax 

1,367.47 

1,363.57 

2,731.04 

72 

Legal and accounting fees 

500.00 

88.36 

588.36 

54 

Commissions to agent 


8.59S.19 

8,598.19 

74 

D. C. Corporation License 


20.00 

20.00 

82 

D. C. unemployment compensa- 





tion tax 


*>Q OO 

29.22 

SI 

Federal Old Age Benefit tax 


(5.42) 

(5.42) 


$40,795.62 $178,046.49 $218,842.11 


Deduct portion carried as “Prepaid” 10,770.62 

$208,071.49 

Add accrued items (unpaid) 6.726.95 

$214,798.44 

J6 Interest deducted by K. F. C. Mortgage Company 14,151.20 

Total expense per previous exhibit $228,949.64 

41.1 Federal income tax paid $ 4,528.57 $ 7,906.48 $ 12,435.05 

50 Federal income tax accrued 21,207.08 

$33,642.13 


Depreciation on books in addition 
to above cash items totals 


$56,3S6.03 



Defendants' Exhibit No. 27 

Filed April 20, 1955 
BOECKH 

BUILDING COST INDEX NUMBERS 

United States Average Prices 1926-1929 = 100 

The only published Construction Cost Index, Engineered and keyed 
to local cost conditions to operate as Cost Conversion Factors 

WASHINGTON, D. C. AREA 


Labor, Apartments, Hotels 


Materials 

Residences 

and Office Buildings 

Commercial and Factory Buildings 

Profits & 

Frame 

Brick 

Brick 

Brick 

Brick 

Frame 

Steel 

Brick 

Brick 

Brick 

Overhead 



Wood 

Cone. 

Steel 



Wood 

Steel 

j Cone. 

1932 Average 

85.8 

88.8 

87.9 

97.2 

94.0 

84.5 

96.9 

89.2 

96.0 

j 97.1 

1933 Average 

81.8 

82.0 

89.4 

95.6 

93.4 

84.2 

92.5 

88.7 

95.0 

98.4 

1934 January 

84.8 

84.6 

92.0 

97.3 

96.0 

87.5 

93.9 

90.9 

96.6 

i 99.7 

1934 April 

85.0 

84.8 

92.2 

97.6 

96.4 

87.7 

94.1 

91.1 

96.8 

; 99.9 

1934 July 

86.2 

86.0 

93.4 

99.1 

98.5 

88.9 

95.3 

92.3 

98.0 

1 91.1 

1934 October 

92.9 

94.S 

95.1 

97.7 

96.3 

91.0 

92.3 

97.3 

95.3 

i 97.8 

1935 January 

89.7 

92.2 

92.6 

97.5 

95.9 

87.2 

95.2 

95.5 

96.3 

97.8 

1935 April 

93.2 

95.7 

95.8 

102.2 

99.7 

91.6 

9S’6 

98.5 

101.2 i 

102.6 

1935 July 

91.8 

92.8 

92.7 

100.6 

98.4 

91.6 

99.2 

93.1 

99.61 

101.1 

1935 October 

91.8 

92.8 

92.7 

100.6 

98.4 

91.6 

99.2 

93.1 

99.6 j 

101.1 

1936 January 

94.7 

95.7 

95.5 

103.8 

100.9 

95.0 

101.0 

95.5 

102.1 j 

103.8 

1936 April 

95.4 

97.1 

97.0 

103.7 

101.6 

95.0 

100.9 

98.1 

103.0! 

104.4 

1936 July 

95.6 

97.3 

97.3 

104.0 

ini.9 

95.2 

101.1 

98.3 

103.2; 

104.7 

1936 October 

95.6 

97.3 

97.3 

104.0 

101.9 

95.2 

101.1 

98.3 

103.2! 

104.7 

1937 January 

101.2 

101.9 

101.9 

105.9 

104.9 

101.7 

1<>3.7 

101.7 

105.6:’ 

106.0 

1937 April 

109.4 

109.6 

110.4 

113.7 

113.4 

110.4 

114.1 

109.0 

115.3! 

112.5 

1937 July 

105.8 

106.8 

107.6 

113.4 

112.8 

106.2 

113.9 

107.2 

114.8! 

112.4 

1937 October 

105.0 

106.2 

107.1 

113.2 

112.5 

105.3 

114.8 

106.7 

115.11 

112.2 

1938 January 

102.2 

104.0 

105.0 

113.0 

112.1 

102.0 

116.7 

105.3 

115.7' 

112.3 

1938 April 

103.1 

104.7 

105.7 

113.1 

112.3 

103.0 

116.8 

105.7 

115.9! 

112.4 

1938 July 

103.S 

105.9 

106.7 

115.4 

113.9 

103.0 

117.6 

106.2 

117.3 

114.5 

1938 October 

103.6 

105.5 

106.2 

114.0 

112.3 

103.1 

113.2 

105.3 

114.6 

1 

113.1 

1939 January 

107.2 

108.3 

109.0 

115.0 

113.8 

107.3 

115.0 

107.3 

116.1 

113.8 

1939 April 

107.7 

108.8 

109.5 

115.1 

113.9 

107.9 

115.1 

107.6 

116.3 

113.8 

1939 July 

105.4 

106.9 

107.6 

114.5 

113.0 

105.2 

114.6 

106.3 

115.6 

113.4 

1939 October 

111.4 

111.9 

112.7 

115.9 

115.1 

111.6 

115.4 

110.7 

117.3 

114.5 

1940 January 

109.2 

109.9 

110.7 

115.3 

114.4 

109.6 

115.7 

108.4 

116.i 

113.9 

1940 April 

107.9 

108.9 

109.7 

115.1 

114.1 

108.2 

115.6 

107.7 

116.5 

113.8 

1940 July 

112.3 

114.2 

114.6 

120.4 

118.3 

112.6 

118.2 

113.9 

121.8 

119.4 

1940 October 

117.9 

118.6 

119.0 

121.3 

119.9 

119.1 

119.0 

117.0 

123.1 

120.1 

1941 January 

121.3 

121.3 

121.7 

121.8 

120.8 

123.0 

119.4 

118.8 

123.7 

120.4 

1941 April 

119.8 

120.3 

120.6 

122.1 

120.8 

121.1 

119.6 

118.1 

123.7 

120.7 

1941 July 

119.4 

120.5 

120.7 

123.3 

121.6 

120.8 

120.5 

118.7 

125.1 

122.6 

1941 October 

123.6 

123.8 

124.0 

124.4 

123.3 

125.6 

121.3 

120.9 

126.3 

123.4 
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Labor, 



Apartments, 

Hotels 







Materials 

Residences 

and Office Buildings 

Commercial and Factorv Buildings 

• 

Profits & 

Frame 

Brick 

Brick 

Brick 

Brick 

Frame 

Steel 

Brick 

Brick 

Brick 


Overhead 



Wood 

Cone. 

Steel 



Wood 

Steel 

Cone. 

> 

1942 January 

122.2 

122.7 

122.S 

124.6 

123.1 

123.9 

121.4 

120.2 

126.2 

124.0 


1942 April 

125.3 

125.4 

125.6 

125.7 

125.1 

127.4 

122.4 

122.2 

127.4 

124.4 


1942 July 

126.6 

126.1 

127.1 

126.5 

125.8 

129.5 

123.0 

123.4 

128.5 

125.5 


1942 October 

126.6 

126.1 

127.1 

126.5 

125.S 

129.5 

123.0 

123.4 

128.5 

125.5 


1943 January 

126.S 

126.6 

127.7 

126.7 

125.8 

129.3 

122.8 

124.6 

128.S 

125.8 

4 

1943 April 

126.8 

126.6 

127.7 

126.7 

125.8 

129.3 

122.8 

124.6 

128.8 

125.S 


1943 July 

127.4 

127.1 

128.2 

127.0 

126.3 

130.0 

123.0 

125.0 

129.1 

126.1 


1943 October 

131.5 

130.7 

131.5 

130.0 

129.1 

134.2 

125.1 

127.8 

131.0 

129.9 


1944 Januarv 

134.3 

133.1 

133.9 

131.9 

131.8 

137.3 

12S.1 

129.9 

133.3 

131.3 

L 

1944 April 

144.1 

142.6 

142.5 

136.9 

136.8 

147.6 

130.9 

138.0 

137.8 

136.5 

■ 

1944 July 

144.9 

143.5 

143.2 

13S.6 

138.0 

148.2 

132.1 

13S.8 

138.6 

139.0 

I 

1944 October 

147.4 

145.7 

145.8 

139.5 

139.3 

150.8 

132.6 

141.5 

139.7 

139.9 

1 

1945 January 

151.6 

149.3 

149.8 

142.1 

143.5 

155.6 

134.9 

144.2 

143.2 

141.8 

l 

1945 February 

151.6 

149.3 

149.S 

142.1 

143.5 

155.6 

134.9 

144.2 

143.2 

141.8 

J 

1945 March 

152.0 

149.7 

150.2 

142.7 

144.2 

156.0 

135.3 

144.6 

143.6 

142.2 


1945 April 

152.0 

149.7 

150.2 

142.7 

144.2 

156.0 

135.3 

144.6 

143.6 

142.2 


1945 May 

152.4 

150.1 

150.6 

143.0 

144.9 

156.4 

135.7 

145.0 

144.0 

142.6 

V 

1945 June 

152.4 

150.1 

151.4 

144.2 

146.1 

157.4 

135.8 

145.8 

144.1 

143.3 


1945 July 

152.4 

150.1 

151.4 

144.2 

146.1 

157.4 

135.8 

145.8 

144.1 

143.3 

- 

1945 August 

153.7 

151.0 

152.0 

144.8 

146.4 

159.0 

135.9 

146.4 

144.4 

143.4 


1945 September 

153.7 

151.0 

152.0 

144.8 

146.4 

159.0 

135.9 

146.4 

144.4 

143.4 


1945 October 

155.8 

153.9 

154.0 

146.1 

147.S 

159.4 

136.3 

149.6 

145.8 

144.6 


1945 November 

155.8 

153.9 

154.0 

146.1 

147.S 

159.4 

136.3 

149.6 

145.8 

144.6 


1945 December 

157.6 

155.3 

157.0 

149.2 

150.3 

162.9 

138.5 

152.2 

149.4 

148.8 


1946 January 

157.6 

155.3 

157.0 

149.2 

150.3 

162.9 

138.5 

152.2 

149.4 

148.8 

"9 

1946 February 

157.6 

155.3 

157.0 

149.2 

150.3 

162.9 

138.5 

152.2 

149.4 

14S.8 


1946 March 

160.8 

157.8 

159.6 

150.1 

150.7 

166.7 

140.S 

154.0 

150.8 

149.3 

f 

1946 April 

160.8 

157.8 

159.6 

150.1 

150.7 

166.7 

140.8 

154.0 

150.8 

149.3 


1946 May 

164.1 

162.0 

164.0 

154.3 

153.9 

169.6 

142.0 

159.9 

153.4 

154.1 


1946 June 

166.6 

165.7 

166.2 

157.9 

158.3 

171.3 

145.9 

161.9 

157.9 

157.7 

1 

1946 July 

170.8 

167.9 

168.2 

160.1 

160.3 

175.1 

146.9 

163.8 

159.3 

15S.7 

1' 

1946 August 

174.8 

172.0 

172.4 

161.5 

162.0 

178.7 

147.2 

168.4 

161.0 

160.1 


1946 September 

175.0 

173.1 

173.3 

161.8 

163.5 

179.5 

149.7 

169.7 

162.7 

161.9 

*> 

1946 October 

176.3 

174.2 

174.4 

162.6 

164.5 

180.8 

150.0 

170.4 

163.1 

162.2 


1946 November 

176.7 

174.6 

174.8 

163.4 

165.2 

181.1 

150.5 

170.8 

163.5 

163.2 


1946 December 

181.1 

178.6 

17S.8 

165.1 

167.2 

185.6 

151.4 

174.5 

165.1 

164.9 


1947 January 

185.6 

182.1 

182.4 

166.0 

168.8 

190.9 

154.2 

177.0 

167.2 

165.5 

N 

1947 February 

188.0 

185.2 

185.6 

168.8 

172.1 

192.1 

155.4 

181.0 

169.4 

167.6 


1947 March 

199.9 

194.5 

195.2 

171.3 

176.4 

206.0 

162.0 

187.5 

174.6 

169.3 


1947 April 

200.5 

195.5 

196.2 

172.0 

177.2 

206.2 

162.2 

189.1 

175.3 

169.9 


1947 May 

201.2 

197.2 

197.9 

174.2 

178.3 

206.8 

163.3 

191.9 

176.S 

174.0 

4 

1947 June 

206.0 

202.5 

202.0 

181.2 

184.4 

212.7 

167.9 

196.6 

1S3.5 

181.6 
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Defendants' Exhibit No. 28 

Filed April 20, 1955 

Reprint from Building Costs 
Vol. 6—No. 1—January, 1949 

j 

COMMERCIAL BUILDING 

Sixth of a Cost Series to Meet the Variable Specifications, j 
Under Present Day Building Conditions 

i 

Estimating Procedure : 

» 

Compare actual building under consideration to base; 
specifications given herein. Determine actual ground floor : 
area covered by the building, also total outside wall perim-j 
eter, with these two elements of measurement, refer to Base, 
Price Table according to the type of building in question.! 
The tables will give the base price per cubic foot, according; 
to the size of building at which the structure can be erected! 
at the 100 Index Level of Cost. j 

Where deviations occur between the base specifications 
and the actual structure in question, the cost may be ad-j 
justed by either additions or deductions through the Table; 
of Corrective Factors for Structural Deviations. Certain 
elements of cost are constant with the change in size o^ 
building and such elements may be added to or deducted 
from the Base Cost. Other elements of cost vary with the 
wall perimeter and therefore are added as a flat charge ot 
deduction to total base calculated costs. 

When all corrections and adjustments have been made 
at the 100 Index Level of Cost, then apply the Boeckh cal¬ 
culated current local cost index to the total calculated 100 
Index of Cost for local cost conditions. 

Control price includes clearing of building site, removail 
of soil, the laying out of job for the foundations, excavation 
to a depth as indicated in specifications. Control price 
when adjusted by the local cost conversion index allows for 
contractor plant overhead, normal contractor profit, archi- 
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tects fees, permits, insurance, workmen’s compensation, 
social security. Final price does not include land, survey of 
site, finished grading and landscaping—drives or parking 
areas, paving, retaining walls, nor does it include owner 
engineering expenses; extra contingency mark-up by con¬ 
tractor or interest during construction or finance charges 
for mortgage money. 

MODERN LOFT-OFFICE BUILDING 
Steel & Reinforced Concrete 
(Picture omitted) 

Basically designed to meet large flexible office area re¬ 
quirements. Building follows the modernistic design trends, 
yet with simplicity which leads to economy of construction. 

Balcony effect on one side is merely the proportion of the 
floor slabs for the purpose of sun shades and not to be used 
as balconies. 

The design and layout, however, above the first floor, 
places the building more or less in a one purpose building 
classification as it cannot be converted to general commer¬ 
cial office space due to the large areas. The first floor, how¬ 
ever, can be converted to store purposes, but basic estimate 
does not include the extra cost of this occupancy. 

SPECIFICATION 

Foundation : 

Spread footings, reinforced concrete walls, membrane 
water proofed full basement, cement floor, unfinished walls 
and ceiling. 

Walls: 

Face brick terra cotta backing and split tile furring plas¬ 
tered. Windows casement sash with plate glass light 50% 
of wall area. 


891 


Structural Frame : 

Fire proofed structural steel and reinforced concrete to 
fourth floor balance reinforced concrete framing, two-way 
reinforced concrete floor slab supported by both steel and 
reinforced concrete beams, steel stairs with cement treads. 

Floors : 

Asphalt tile throughout working areas, terrazzo in lobby. 
Roof : 

Twenty year bond built up composition on roof insulation 
on concrete slab. Copper flashing, galvanized iron drainage. 


Interior Finish: 

Acoustic tile on underside of floor slabs, painted interior 
wall surfaces. Metal trim and doors to hallways, wash 
rooms and other service facilities. Moveable steel partition 
for hallways and corridors on all floors. No individual 
office partitions included in basic estimate. 

Service Facilities : 

Plumbing—Men and women facilities each floor consist¬ 
ing of high type fixtures including 8 toilets, 8 wash basins, 
3 urinals, 1 stop sink and drinking fountains. Tile floors 
and walls with metal stall partitions. Heating—Summer 
and winter air conditioning, blower distribution unit at each 
floor supplied by central refrigerating plant and boiler 
plant: metal duct distribution. Electric—Conduit wiring 
with drop inserted fixtures good grade plug in strip around 
walls. Elevators—Basic cost includes 4 high speed gear- 
less traction machines, and one freight elevator combina¬ 
tion. 

Floor Heights : 

Basement ll'-O"; 1st floor 12'-9"; 2nd to 12th floors 

10 '- 7 ". 
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CORRECTIVE FACTORS FOR STRUCTURAL 

DEVIATIONS 

Change in Flat 
Base Price Charge 

Foundations : 

Wood pile foundation, add to 
base price $.009 

Concrete pile foundation, add 
to base price .017 

Caisson foundations, add to 
base price 0.20 

Structural-Frame : 

For each additional foot of build¬ 
ing height at 12 stories, deduct .003 

Structural steel frame throughout 
and concrete slab floors, add .034 

Structural steel frame with tile 
arch floors throughout, add .049 

Interior Finish : 

Partitioned office space—add 
per square foot of area $1.05 

Ground floor prepared as store 
space, except store windows, 
add per square of area so 

covered 0.85 
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Defendants' Exhibit No. 30 

Filed April 20, 1955 

LONGFELLOW BUILDING CORPORATION 
CAPITAL STOCK 

AS OF JANUARY 14 AND 15, 1942 




Held on 

Held on 



Certificate 

January 

January 

Certificate 


Number 

14,1942 

15,1942 

Number 

S. F. Mittell 

1 

3 




20 

91 



Roy S. Thurman 

11 

100 

100 

11 


12 

100 

100 

12 


18 

15 



Arthur L. Winn, Jr. 

37 

90 

90 

37 

William Lescaze 

17 

15 

15 

17 


26 

5 

5 

26 

Mt. Vernon Mortgage Company 

22 

667 

667 

22 




933* 

43 

National Home Library Foundation 23 

15 




27 

300 




35 

335 



John McShain 

24 

30 

30 

24 


25 

174 



Frances Sinclair 

30 

1 

1 

30 


31 

3 

3 

31 


32 

20 

20 

32 

Leslie Patton 

33 

1 

1 

33 

William Mazo 

34 

25 

25 

34 


36 

10 

10 

36 



2,000 

2,000 


* Certificate #43 for 933 shares was issued 

in exchange for the following: 


Certificate 




Number 

Shares 

S. F. Mittell 


1 

3 


S. F. Mittell 


20 

91 


Roy S. Thurman 


18 

15 


N.H.L. Foundation 


23 

15 


N.H.L. Foundation 


27 

300 


N.H.L. Foundation 


35 

335 


John McShain 


25 

174 





933 



895 


Defendants' Exhibit No. 32 

LONGFELLOW BUILDING CORPORATION 
Federal Income Tax Return 
Fiscal Year Ending June 30, 1943 

Question 9-B 

Mount Vernon Mortgage Corporation 
207 Machinists Building 
Washington, D.C. 

Stock Owned—76% 

Date acquired: 

Apr. 30, 1940 667 shares 

June 15, 1942 20 “ 

Jan. 19, 1943 833 4 4 

1520 shares 
Collector’s Office—Baltimore, Md. 



